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Introduction 


The administrative cost of income security programs has 
often been the subject of comment but rarely of empirical 
investigation.(l) In the absence of information a popular 
Opinion has arisen that much of the budget for income security 
programs is used to pay bureaucrats rather than recipients. 
Moreover, it is often thought that the expenditure on 
bureaucracy compared to the amount paid to recipients has been 
increasing in recent years. This paper analyses the 
administrative costs of Six income security programs and shows 
these views to be a myth. 

The six programs selected are representative of the range 
of income security programs available in Canada. On the 
federal level they include unemployment insurance, the combined 
old age programs, and the family allowance. The Ontario 
programs analysed are provincial allowances, municipal 
allowances, and workmen's compensation. The old age programs 
include old age security, the guaranteed income supplement, and 
the spouse's allowance. 'Provincial allowances' include those 
programs usually identified as provincial welfare, consisting 
mainly of transfers administered under the Family Benefits Act. 
"Municipal allowances' consist of transfers administered under 
the General Welfare Assistance Act. These programs represent 
the majority of expenditures on income security programs in 
Ontario. 

The first section of chapter 1 is a discussion of the 


general methodology and statistics used in the detailed 


3 For an example of such comment see Milton Friedman, Capi- 
talism and Freedom, Chicago: University of Chicago Press, 
1962, 192. Among the few attempts to investigate adminis- 
trative costs empirically is the US Department of Health, 
Education, and Welfare, Social and Rehabilitation Service, 
National Center for Social Statistics, Expenditures for 
Public Assistance Payments and For Administrative Costs 
Dip eeLOog Franwands SOUFCe (Om, Funds’: Fiscal Years 1936-1970 
(Washington DC: National Center for Social 


analysis of programs. The second section describes a number of 
factors which may have substantial influence on administrative 
cost. There are at least two different types of measurement 
available for the 'caseload' of a program: the average number 
of persons enrolled and the average number of persons enrolling 
in a given period. This problem of stock and flow is discussed 
in the third section. The last section of chapter 1 describes 
the indexing method used to convert current to constant dollars 
in order to compare administrative costs between years. 

The core of the paper is devoted to the individual pro- 
grams and forms chapter 2. It contains a program-by-program 
interpretation of data, various program revisions, and other 
events which may have affected administrative costs. To save 
time for readers not interested in detail, the third chapter 
includes a summary of the results of the detailed study, and 
then reviews some implications of the findings. 

All primary data have been placed in the appendix. Col- 
lected from a wide variety of sources, they have been presented 
in a Single package since they may be of interest for other 
purposes than those dealt with here. If this arrangement re- 
sults in some inconvenience when reading the text, I apologize 


in advance. 


Statistics, 1971). In Canada, see the Saskatchewan Dep- 
artment of Social Services, 'The Saskatchewan experience 
with the Family Income Plan and the Saskatchewan Assis- 
tance Plan' (unpublished report of the Government of 
Saskatchewan, 1976). However, both of these reports pro- 
vide only percentages, which, aS we shall see, are of 
only limited value. in the, US study, administrative 
costs' also apparently include some social service expen- 
ditures, according to Bell and Bushe (1975). 


Chapter 1 
Concepts and Issues 


METHODOLOGY 


Income security programs and their administrative costs 
have increased rapidly in the last fifteen years. But what of 
the cost of administration compared with that of the program? 
The simplest comparative measure is administrative cost as a 
percentage of total program cost (transfer payments plus admin- 
istrative costs). This ratio indicates the relative importance 
of administration in the budget costs of the program, so that 
OnLy ifeit ws high could there be significant savings. through 
reducing the cost of administration. This measure lets us know 
how much of the budget iS going to bureaucrats rather than 
recipients. 

However, if we are interested in whether the cost of 
administration has been increasing in relation to the size of 
the program, the ratio of administrative cost to total program 
cost is less appropriate. If the average benefit paid by an 
income security program were doubled overnight, with no other 
change in the program, we would expect very little change in 
administrative cost to result, since it should cost no more to 
Write ‘a cheque’ for $200 than for S100. A’ change ian the ratio 
may therefore reflect little more than a change in the 
generosity of the program and tell us > very Jittle about 
administrative cost. Fortunately there are many alternative 
measures that can serve as indicators for a given year, notably 
administrative cost compared to the number of cheques issued, 
the average number of cases receiving benefits from the program 
atvany- one time, “andy the total number “of applicavi1ons 
processed. Ordinarily a change in any of these factors would 


affect administrative cost and likely be a better indicator of 


whether administrative cost as a proportion of program size has 
been increaSing or decreasing. 

In this report caseload is used to measure the size of 
programs. We thus have two indicators of administration cost 
in relation to program size, the first being ‘administrative 
cost as a percentage of total costs', and the second ‘adminis- 
trative cost per case'. As mentioned above, there are many 
different ways to represent caseload; this question is discus- 
sed further below. Moreover, many factors obviously may affect 
administrative cost other than caseload, such as the design of 
wher program andthe “technical teriiciency., with which 1b wis 
administered. Changes in other important factors are taken 
into account in the detailed review of programs. This matter 
too is discussed further in the next section. 

In summary, then, there are two questions to which this 
report is addressed: 

- Have individual income security programs tended towards 
greater or lesser administrative costs per case over time? As 
a corollary to this question, are there other program variables 


with which changes in the size of administration may be 
associated? 


- What is the percentage of administrative cost to total costs 
in various income security programs? Are these ratios large 
enough to allow any significant savings in the over-all bill 
through reduction of administrative cost? 

To answer these questions, two series are derived for each 
program from the data in the appendix, one showing adminis- 
trative cost as a percentage of total cost for each year, the 
other specifying administrative cost per case by year. The 
basic problem of descriptive statistics is to find some way to 
Summarize accurately these series. One method is simply to 
take the average of the series: for example, the average 
administrative cost per case in provincial allowances from 
1960-1 through 1972-3 was $119.28 in constant 1976-7 dollars. 
However, the average does not tell us whether costs were 
increasing or decreasing in that time, nor does it describe the 
amount of. variation from the average which, ‘occurred: Bou 


example, provincial allowance cost per case was $90.35 in 


1965-6 and $153.54 in 1970-1. A statistical measure is needed 
to show the increase or decrease of the series, and also some 
means of judging how well that measure Summarizes the series. 
For the former, the 'line of best fit' is used here. To decide 
whether that line provides a good description of the data, we 
use the ‘coefficient of variation'. 

The line of best fit is found in a way that has become 
standard in a very large number of statistical uses; it is the 
Straight line which minimizes the sum of the squares of the 
differences of the actual figures for the series from those 
through which the line passes. Thus, for example, if in some 
program the administrative cost per case in four successive 
years ‘was $102,.58110,).S123, $129, and a straight Tine was: drawn 
to) pass: ‘successively | through» “points: Pi7oP5, Pz, and) Py, the 
line of best fit would be such that (P ,-102)2 + (P5-110)? + 
(P3-123)2 + (P4-129)% was as small as possible. This total is 
known as the 'sum of the squares". The square root of the sum 
of the squares divided by the number of observations minus two 
is known as the 'standard error of estimate', which may be 
thought of as a kind of average distance from the best-fitting 
line. Iinjsthis exanple, ithe best=—fitting liane would pass 
MGS Wee OM ete aorl st i.5 sO, 2 Onkyo nand aos Ort Ol, Unlike the 
average, the best-fitting line has a 'Slope', that is, it may 
increase or decrease. In this example the best-fitting line 
increased by $9.40 a year. 

The slope of the best-fitting line, however, may be merely 
the result of chance variation in the sequence of numbers 
rather than any real tendency to increase or decrease over 
time. For example, almost any short sequence of randomly 
selected numbers will have a slope merely because the numbers 
may be unequal. The student's T-value may be used to test the 
probability of a slope having resulted from chance variation. 
This report chooses «a 5 per cent level of probability for 
rejection of the 'null' hypothesis that there is only chance 
Variation in a sequence. This means that the sequence must be 
such that it has only a 5 per cent probability or less, given 


the null hypothesis. If, using the student's T-value, we find 


the slope of the series has a probability greater than 5 per 
cent assuming the null hypothesis is true, then we regard the 
slopesas “notistatistically. ‘srgntitcant. It is regarded as 
statistically significant where the probability is less than 5 
per cent. A statistically insignificant slope implies accep- 
tance of the null hypothesis that a series has no tendency to 
decrease or increase over time; a statistically significant 
Slope implies acceptance of the slope as the tendency for the 
series to decrease or increase over time. To the extent that 
the best-fitting line is a good estimate of the actual series, 
we may then draw conclusions from it about the slope of the 
Series. 

Whether the best-fitting line is a good estimate of the 
series seems to depend upon how close the points on the line 
are to the actual: figures. | If the points.on. the) line: are far 
from the actual figures, then the standard error of estimate 
will be large. If the observed data fell exactly on a straight 
line, the standard error of estimate would be zero, and the 
best-fitting line would be identical to the data, that is, the 
best description possible. But the standard error of estimate 
doés notedepend) upon: whethery ithe data “are, targqe; ory smal leastor 
example, the series $2, $10, $23, $29 has exactly the same 
Standard error of estimate as the data in the above example, 
S102, SIO, S$12357S1L29.. Whidecthe standard error, of estimate 
may be small compared to the larger amounts of one series, it 
is large compared to the smaller amounts of the other series. 
The second point of the best-fitting line for both series will 
be $1.30 more than the second figure in both series, and while 
Sieo0 Mstarsmaliy variation fromssl10; su is a larger vartauion 
from $10. Thus the standard error of estimate must be compared 
with the amounts of the series in order to tell us whether the 
best-fitting line is a good description. 

This report normalizes for differences in amounts of 
various series by dividing the standard error of estimate by 
the average, or mean, of the series. This ratio is called the 
‘coefficient of variation', and it is usually expressed as a 


percentage. In other words a coefficient of variation of 30 


per cent means the standard error of estimate is 30 per cent of 
the mean. The coefficient of variation of the above series 
with larger amounts is 1.7 per cent, while for the series with 
smaller amounts it is 12.6 per cent. An arbitrary decision 
must still be made as to when the coefficient of variation is 
small enough to justify regarding the straight line as an 
acceptable approximation of the series and when it is so large 
that we must reject the line as unacceptable. In this paper a 
guideline of 10 per cent has been chosen as the maximum coef- 
ficient of variation for a best-fitting line to be a reasonably 
accurate summary. If it is greater than 10 per cent, the best- 
fitting line is regarded as too different from the actual 
series for conclusions about the series to be derived from 
Ttstea( 1S) 

Much of the evidence cannot be described by a single 
straight line, because the coefficient of variation will pro- 
babliy exceed’ 10 tper cent. (For an example of such a series 
see column 5, Table 5). While this may at first seem an ob- 
Stacle to analysis, in fact it is quite the opposite. Where a 
Single line cannot be accepted, we attempt to utilize knowledge 
of the history of the program to divide the series into two or 
more periods, each of which may be summarized by an acceptable 
linear trend line. This allows us to relate actual changes in 
a program to changes in lines and thereby to assess the effects 
of program change. There are other ways to approach this 
problem, such as eas non-linear curves. These, however, are 
difficult to interpret in the present context and possibly more 
complex than necessary. The analysis could also be extended by 
the use of dummy variables for program change. While this 


would not result in lines differing from those derived through 


i Persons familiar with trend-line analysis should note that 
the statistical procedures used here are for descriptive 
rather than predictive purposes. The coefficient of var- 
iation is simply a normalized (scale-free) measure of the 
extent to which a line is a good description of the obser- 
ved date to which it is fit. The selection of a guideline 
value for the coefficient of variation must be a normative 
judgement because whether or not a line is a 'good' des- 
cription is essentially a normative decision. 


segmenting the series, it would contribute to an analysis of 
the statistical significance of program change. We have not 
undertaken such analysis in this study, since in most cases the 
effects of program change are either obviously statistically 
significant or clearly dependent on non-quantitative inter- 
pretation. Nonetheless, I hope that the richness of 
interpretation which results will provide ample justification 
for the use of fitted lines on segments of the series. Of 
course there is no guarantee that lines with a coefficient of 
variation of less than 10 per cent can be found in any series- 
segment of more than three years or that a change in lines can 
be related to a program change. But in general we find most of 
the series to be linear enough, and the historical circum- 
stances clear enough, that*this problem does not occur. 

Once lines have been found that, according to their coef- 
ficients! Of varvation, ‘are: vacceptab hes summaries, -ofgseive 
observations, three questions arise: 


- Can we account for the deviations from the lines (although 
small)? 


- Does the program change between segments explain the change 
in lines (where two or more lines are required)? 


- Can we account for the slopes of the lines themselves? 


To answer these questions we now look more deeply into the 
determination of administrative costs, describing in greater 


detail the variables which influence them. 


DETERMINANTS OF ADMINISTRATIVE COST 


What determines the administrative cost of an income 
security program in a given year? Obviously many factors do, 
Such as the number of persons enrolled and the complexity of 
the program. In this section we examine six variables that 
appear to play a dominant role. As with the development of any 
theory, the derivation of these variables is largely intuitive. 


Unfortunately, because we cannot quantify some of these 


variables we have not been able to proceed to the next step of 
empirically testing the intuitively derived theory. Neverthe- 
less, the description of a set of variables which appear to 
affect administrative cost plays an important part in the 
following chapters. 

Most apparent among these factors is the caseload the 
program handles. As mentioned earlier, caseload can be 
described in terms of either stock or flow, as either the av- 
erage number of persons enrolled or the average number of new 
enrollees in a given period. A program with an average monthly 
enrolment of 100,000 cases and a small turnover, say 5,000, may 
be less demanding administratively than a smaller program of, 
say, 50,000 cases where on average one-half of the cases leave 
the program every month and many new cases enroll. No record 
of stock will provide an accurate picture of flow. Thus there 
must be two caseload factors which affect administrative cost, 
teaseload stock’ Band “caseload t@low™. This creates some 
problems in measuring costs per case and is discussed further 
in the next section. 

These two are not the only caseload-related variables. 
Aside from flow and stock, the nature of the caseload itself 
may change. In very few, if any, income security programs are 
all cases alike in their administrative demands. For example, 
in provincial allowances under the Family Benefits Act a mother 
of two small children is likely to require more effort than a 
Single, permanently disabled recipient. We may describe the 
former as a more ‘'complex' case. If the complexity of the case- 
load of an income security program changes, there would no 
doubt be a corresponding change in the administrative require- 
ments ToL the program. Thus) 7a, third “factorm i may! be tcalled 
"caseload complexity'. 

An important determinant of administrative requirements 
has to do with the design of the program and may be described 
to a large extent in terms of the selectivity of the program. 
How many factors have to be taken into account in order to 
establish entitlement and the amount of entitlement, and how 


difficult are these factors to aScertain to some degree of 


certainty (the degree of certainty required also being an 
aspect of program design)? We may picture selectivity as a 
matrix of all. possible sfactors which might be: taken amteeo 
account measured against a scale of ‘degrees of difficulty' 
dependent upon the degrees of certainty to which this factor is 
ascertained. If we simply record certainty as 'high', 'med- 
ium 's,.0or “low, fai ‘matrix might appear «ass in the vaccompany ing 
diagram. For example, in the old age security program only the 
age of the applicant and residence have to be established for 
payments to be made. tt vthes adminwstration of ther progmam 
requires a high degree of certainty about residence and a med- 
ium degree of certainty about age, then total selectivity is 
6+3. If only a low degree of certainty were required for both 
factors, total selectivity: would be 2+1. 

A selectivity matrix adequate for the income security 
programs discussed here would have factors listed in much finer 
detail, and some objective method would have to be found for 
assigning, degree's of difficulty to Wevels of) certainty. 
Conceivably, hundreds of such factors might have to be listed. 
The factors would then have to be weighted further according to 
the number of times per year they have to be ascertained for a 
given program, given the program's rules of operation in that 
year. If such a matrix were successfully constructed, the 
selectivity variable would adequately capture most elements of 
program design insofar as they affect administrative cost. For 
example, if one hundred additional 'fraud' officers were hired, 
this would be measured aS a movement towards higher levels of 
certainty for various factors and result in a corresponding 
shift in the selectivity variable. 

The selectivity variable, however, does not capture all 
elements of program design important to administration. 
Frequency and delivery of payment seem the most crucial of 
misSing variables. For example, a program may make payments 
weekly, biweekly, monthly, or yearly. The payments may be 
mailed, or recipients may be required to appear in person to 
receive payment. The program may issue cheques or cash 


vouchers requiring a reimbursement system. No doubt other 
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aspects of program design besides payment procedure are not 
captured by selectivity and also affect administrative cost. 
For the purpose of this paper, though, we ‘shall find hac 
selectivity captures the most important elements of program 
design. Thus, we may Simply describe these other program 
design factors as an ‘other design' variable. 

Finally, the administrative cost of an income security 
program will be determined partly by the efficiency with which 
it is administered. If management iS poor, costs may be higher 
than otherwise. Thus administrative cost may be affected by 
Management's capacity to take advantage of new technology or 
new production techniques. Similarly, if there is a low level 
of work effort, more staff will be needed to accomplish a given 
task, and costs will be increased. 

Unfortunately, four of the above variables are not readily 
quantifiable. Since we cannot at this stage measure complex- 
ity, selectivity, ‘other design', or administrative efficiency, 
it is impossible to apply more rigorous analysis in order to 
isolate the impact each of the variables has had on adminis- 
trative costs through time. We have therefore adopted the 
Simpler administrative-cost-per-case measure, as outlined 
above. But the determinants of administrative cost will play a 
central role in the attempt to answer the three questions 
raised when lines have been found for a Series of costs per 
case, Since changes in the remaining variables may also par- 
tially explain deviations from the line, a shift in lines, and 


the slope of the line itself. 


CASELOAD STOCK AND FLOW 


As mentioned, the possibility of measuring the caseload as 
either stock or flow raises some difficulty for calculating the 
administrative cost per case, namely, which should be used? 
For those less familiar with the distinction between stock and 
flow a simple model may be helpful. In Table 1 for simplicity 


we have assumed that persons are allowed to enrol or drop out 


2 


TAB Eels Model of caseload stock and flow 


Stock Flow-in Flow-out Claimants 
Number New Number of 
enrolled enrollees Dropouts persons receiving 
for the at end of at end of payments in this 
month month month year + 
Month (000) (000) (000) (000) (000) 
Jan. ibs 6 4 Za 
Feb. a7, 4 5 4 
March 16 5 4 5 
April ry 6 3 6 
May 20 8 4 8 
June 24 7 5 yi 
July 26 4 5 4 
Aug. 25 3 6 3 
Sept. 22 ©: 6 3 
Oct. 19 2 5 2 
Nov. 16 2 3 2 
Dec. 1s) 2 4 2 
Total DZ 52 54 67 
* Fifteen persons continued their enrolment from previous 
+ eerie none of the new enrollees had previously received 


a claim in this year. 


NOTE: Caseload Stock 
Average monthly enrolment 232/12 = 19,334 per month 
Caseload Flow 
Average flow-in per month 52/12 = 4,334 per month 
Average flow-out per month 54/12 = 4,500 per month 
Total claimants for that year 67,000 
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of the program only on the last day of each month. Reporting 
the cost per average monthly enrolled case (stock) of a program 
such as that illustrated in Table 1 may be deceptive. Leen 
the next year flow-in and flow-out increase Significantly, 
everything else being equal, an increase in the cost per en- 
rolled case would result. Even in the year illustrated, cost 
per caseload flow-in or flow-out will be very different from 
cost per average caseload stock. 

The problem of which measure to use in this paper is 
mainly one of exposition caused by lack of data, Since the use 
of one meaSure does not by any means disqualify the relevance 
of the other. Caseload flow and stock remain part of the 
combined output of an income security program, regardless of 
which is selected as the best proxy for total output. As will 
be seen in chapter 2, either stock or flow may still be used to 
explain change in cost per case. The question is which will 
provide a more readily analysed and more consistent Series of 
costs per case. The best pragmatic rule to apply is to select 
the meaSure most appropriate for the particular program being 
discussed. 

If we know that the caseload flow in a program will gener- 
ally be small compared to the average enrolment, the cost per 
enrolled case would appear the best measure. Conversely, where 
a program will have very little stock compared to the flow, it 
would be best to report cost per case flow, for example, admin- 
istrative cost per new claim. Of the six programs with which 
we are dealing in this paper, two are clearly of the former 
variety, two clearly of the latter, and two are ambiguous. 

Both family allowance and the old age programs have very 
large continuing average enrolments compared to the number of 
new cases. For example, if we assumed that there were iden- 
tical numbers of persons in every age group up to age eighteen, 
then flow into and out of family allowance would be 1/18 of av- 
erage enrolment. This number may vary over the years, but only 
in the most extreme of circumstances would it exceed, say, 15 
per cent. Essentially, this is the result of the eighteen-year 


average length of duration of enrolment in the family allowance 
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program. Similarly, the average duration of enrolment in the 
old age programs (old age security, guaranteed income supple- 
ment) will be about fifteen years. Thus, unless there are 
Substantial and sudden changes in the flow of people into or 
out of the programs from year to year, the average enrolment 
will be far larger than flow. Accordingly, we record adminis- 
trative cost per enrolled case for family allowance and old age 
programs. 

Both unemployment insurance and workmen's compensation are 
exactly the opposite. Almost all claims are of relatively 
short duration, with the exclusion of some special-benefit pro- 
grams of a relatively small size. For example, in 1975, 1974, 
and 1973 the average duration of enrolment on unemployment 
insurance was 17.3, 15.9, and 17.6 weeks respectively, (Canada, 
Unemployment Insurance Commission). Thus there were approxi- 
mately three claimants for each average enrolled case in these 
years. We therefore record administrative cost per claim 
Submitted, a measure of caseload flow, for both unemployment 
insurance and workmen's compensation. 

As can be seen in Table A3, for provincial allowances 
caseload flow is roughly one-third of caseload stock. We shall 
therefore use the latter as the denominator for administrative 
costs there. However, the relatively large caseload flow 
implies that fluctuations of flow may significantly affect ad- 
ministrative costs per case, a difficulty discussed in greater 
detail in chapter 2. This problem does not arise at all with 
municipal allowances, for the simple reason that no reliable 
historical caseload information of any kind is available. We 
aren cnererore= unable eto discussis costs: (iper4) case) oaday flows or, 
stock for municipal allowances and shall instead confine our 
discussion of this program to administrative cost as a per- 


centage of transfers. 


INDEXING ADMINISTRATIVE COSTS 


In order to measure the trend of administrative costs of 


income security programs, the dollars in which those costs are 


LS 


reported must be the same from one year (to the next.) (During 
the decade and a half through which we are measuring costs, 
inflation has eroded the purchaSing power of the dollar. 
Ideally, in reporting dollar costs of administration, we want 
the dollars to reflect an equivalent power to purchase ‘admin- 
istrative resources' over time. We therefore need to adjust the 
nominal dollar cost for any year to constant dollars of a given 
year, in this case those of the 1976-7 fiscal year, 1 April 
197 6eLO SleMarcch, L977 

The best index would provide index year prices for each 
category of goods and services used in the administration of 
income security programs. AS can be seen from the primary data 
in, for example, Tables A4, Al0, and Al8, labour accounted for 
between 70 and 80 per cent of the total costs of administration 
of income security programs. Thus the accuracy of the index 
for labour costs is much more critical than that for non-labour 
costs. A Paasche-type index, reflecting changing patterns of 
employment for various categories of labour in income security 
programs, would provide a good estimate of changes in labour 
costs for the programs discussed here. However, in order to 
construct.“such an index we need -datawon the pricessand 
quantities of the categories of labour involved in income 
security programs for the whole period under review. 

The only breakdown of employment by category within income 
security programs is that provided within the Statistics Canada 
Federal Government Employment series, which includes total 
payroll and number of employees in six categories of employment 
for the ‘social welfare' function of the federal government.(2) 
To construct an index we have taken the average per-unit cost 
of labour for each category for the 1976-7 fiscal year as our 
index year prices. The index for any given prior year is then 


derived by dividing total payroll for the given year by the sum 


2 The name 'social welfare' function is that used by Statis- 
tics Canada and refers to employment within various areas 
of social policy in the federal government, including 
social services and income security programs. In order to 
avoid. confusion. .with. the “welfare function! sotawel fare 
economics, I have in the following pages referred to this 
series as the 'social security' series. 
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of that year's quantity of labour in each category multiplied 
by the 1976-7 prices for that category.(3) The resulting index 
of labour costs for income security programs is presented in 
column 2 of Table 2 as the 'social security weighted' index. 
Unfortunately, categories of employment were not recorded prior 
to 1972-3, so this index is confined to the most recent five 
years. : 

A possible alternative to the above social security index 
would be an index based Simply on non-categorized employment 
data from the same series. The result is presented in column 3 
of Table 2 as the ‘social security aggregate’ index.(4) As 
might be expected, the aggregate index is quite close to the 
weighted index for the five years in which the latter is 
available. Data for the two fiscal years 1968-9 and 1969-70, 
however, are unavailable. Another alternative is to construct 
an index of labour costs within the Canadian service sector. 
This is also an aggregated index without weighting for varying 
categories of employment. It is presented in column 4 of Table 
2. It is even closer to the five years of the weighted social 
security index than is the aggregate social security index. 
Since the service sector labour cost index is most complete and 
Since it seems to follow quite closely the aggregate social 
security index, I have used the service sector index to convert 
labour costs to constant dollars in this paper. 

While it is difficult to estimate the degree of error 
introduced by this method of indexing, it does not seem 


unreasonable to assume that wages in the service sector and in 


3 We have thus used 1976-7 prices as ‘'base' year _ price 
weights, rather than the more uSual practice of using the 
earliest period as base year. This allows a more accurate 
reflection of relative prices in more recent years as 
compared to earlier years. 


4 The only difference between these two indices is that the 
categorized index does not treat quantity shifts between 
categories of labour as a price change, whereas the 
aggregated index treats any change in the cost of labour 
aS a price change. In general, the finer the breakdown 
between categories of goods, the more accurate the index. 
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TABLE 2: Comparative indexes (1976-7 = 100.00) 


1960- 
to 61 
L962 = 
1963- 
1964- 
19 65> 
Hoos 
9:6 I= 
36 3— 
TAS MoM Je 
LS Or 
OW 
195) 2 
oS = 
1974- 
LOT >- 
oO = 


* 


NOTE: 


Social 

security Social security Service CPI 

weighted aggregate sector all items 
a BE NW) Be) 49.27 
2 34.40 So 59 49.58 
8] 35654 36.47 505 3:2 
4 38.45 SdeL3 Bites 
5 393,01 38.49 52.66 
6 40.10 40.93 53163 
u 45.25 43.66 55.58 
8 47.44 46.72 5 i] osha 
9 N/A AS <22 60.03 
70 N/A 52 Oe 62.86 
HF 59..56 Sheeseie 64.52 
2 66.521* Glo 66.84 
3 66.95 66.38 66.98 ira 
4 GOeoS 68.03 TO 16822 
5 8230 80.14 79.86 84.89 
6 89.49 88.30 90.67 935.55 
7 100.00 100.00 100.00 100.00 


The social welfare category changes somewhat between 
LO] i= 2 Sandy l972—3% In the latter, 'veteran's benefits' 
and 'fitness and amateur sports' are included, replaced by 
a sector of 'manpower' and ‘parole and community services' 
in the former. 


Social security weighted is a Paasche-type index 
weighted by the five categories of employment in the 
federal government ‘social welfare function' category, ex- 
cluding ‘casual and others'. Social security aggregate is 
total employment excluding ‘casual and others' in the same 
"social welfare’ category. The service sector index is 
based on the 1960 standard industrial classification. 


SOURCE: Federal Government Employment, Statistics Canada, 


catalogue 72-004. 


Employment Earnings and Hours, Statistics Canada, 
catalogue 72-002. CANSIM D1450. 


Statistics Canada, CANSIM D616101. 
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the very similar activities within income security programs 
have behaved in roughly the same way. The very small absolute 
mean difference between the total aggregate social security 
index and the service sector index, 1.61 per cent, supports 
this supposition. In the last few years, when it has often 
been argued that public service wages began to exceed their 
private sector counterparts, the service sector index is almost 
identical to the weighted social security index, which is the 
most accurate index possible with existing information. fThus 
it seems unlikely that the resulting error in estimating admin- 
Tstration costs (could. be mone than, 3 or 4 per cent plus for 
Minus in any given year. The best evidence on behalf of this 
method of indexing is the remarkably consistent series which 
result when indexed administrative costs are measured against 
non-monetary measurements of caseload in the next chapter. 

Accepting this index for labour costs, we now need an in- 
dex for non-labour costs. Since these constitute only 20 to 
SUApDeLrUCenE Of §toOtal, costs; tan cerron gin. the .index sformon— 
labour costs will have relatively little influence on total 
indexed administrative costs. For simplicity we have therefore 
used the Consumer Price Index for non-labour costs. While this 
will be somewhat different than the escalation in cost to 
government of the purchase of non-labour goods, the resulting 
error Should again be small. The CPI is presented in column 5 
of Table 2. Taking the two indices for labour and non-labour 
costs, we apply them to the labour and non-labour expenditures 
respectively for each year for each program. The resulting 
program indices are presented in Tables 3 and 4. Since work- 
men's compensation data are in calendar years rather than 
fiscal years, we have adjusted the indices accordingly. 

This paper uses indexed administrative costs only for the 
series of costs per case. For the series of administrative 
costs aS a percentage of total costs, neither administrative 
costs nor total costs is indexed. Since we have no caseload 
data for municipal allowances, we have not computed a program 
index for that program. The decision not to index in the case 


Of the administration/total cost ratio: may raise some 


£2 


TABLE: -3¢ Program indices: 1976-7 = 100.0 (weighted by pro- 


portion of labour and non-labour costs) 


Fiscal Unemployment Provincial Family Old Age 
year insurance allowances allowances programs 
1960-1 oe aga | 

196 PZ Si he yd | 

L9G2—3 38.44 

1963-4 392.42 

1964-5 40.58 

196 5=6 44.80 43.02 

1966-7 47.20 45.56 

1967-8 50.29 48.74 

1968-9 SZ a9 50.81 

1969-70 Sow | 5Seo2 

1970-1 58.43 57.40 

DOM 2 62.95 62.45 625.0797 622% 
1972-3 67.70 67.45 Gr/ 873 Chas fis: 
1973-4 12216 UP Oo: ee Ae 
1974-5 BIEGS omy ey Sly 
1975=6 O1Gs 913.9 91.39 
1976-7 100.00 100.00 
SOURCE: Table 2, service sector index applied to labour and 


labour cost data in appendix for each program. 
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TABLE 4: 


Calend 


year 


1960 
1961 
962 
1963 
1964 
IGS 
1966 
9 677, 
1968 
1969 
LOO 
7: 
1972 
1973 
1974 
lie PEs: 
L976 


NOTE: 


SOURCE: 


Workmen's Compensation Board index 1976-7 = 100.0 


(weighted by proportion of labour and non-labour 


costs) 


ar Service sector 


index 


32.46 
are 
36.24 
56293 
38.14 
40.21 
42.92 
46.08 
48.52 
51.47 
55.43 
60.27 
65.63 
70.04 
eles ee 
87.86 
98.14 


CPL 


index 


49.09 
49.51 
5 Osh 
50.98 
saa) 
DoetlS 
55.16 
Si s3 
59.48 
627.15 
64.24 
66.06 
COR 
74.49 
82.58 
Se bes al 
98.38 


WCB weighted 


index 


35.97 
38.43 
39.25 
39.91 
41.02 
43.59 
45.58 
48.52 
Blais 
53.94 
Slee, 
61.58 
66.40 
70.88 
78.32 
88.83 
98.20 


Service sector and CPI indices are calendar-year indices 


based upon the fiscal-year 1976-7 value. 


Table 2, service sector and Consumer Price Index 
applied to labour and non-labour cost data in the 


appendix for workmen's compensation. 
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theoretical questions. Since administrative costs have risen 
more rapidly than consumer prices, not indexing will apparently 
understate past administrative costs and therefore bias upwards 
the trend in the series. Clearly; then; “a qood deal of sthe 
change in the ratio of administration to total cost may be due 
simply to a difference in the rate of inflation between admin- 
istration and transfers. “Lf our primary sinterest in thismeracro 
were its rate of change or projection of its future values, 
non-indexing would obviously be unjustified. But as mentioned 
above, our primary interest in this series is in measuring the 
potential for over-all cost saving which could be affected 
through reduction in administrative cost. For this question it 
is the “absolute valuemof the ratio rather than Lts race ot 
change which is of prime importance. Indexing would distort 
the absolute values of the ratios with the exception of the 
base year. As we shall see in the following detailed discus- 
Sion of programs, almost all the change in the administrative 
cost/total cost series is in any event attributable to changes 


in the amount of average benefits. 
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Chapter 2 
Six Income Security Programs 


ONTARIO - PROVINCIAL ALLOWANCES 


The term ‘provincial allowances' is here used to describe 
a number of programs administered directly by Ontario. 
Although they have changed significantly over the past decade 
and a half, they have remained throughout primarily classical 
‘'welfare' programs, providing last-resort assistance on the 
basis of a needs test in which payment is calculated according 
to the difference between a family's resources and a schedule 
of needs based upon the composition of the family. For the 
most part, provincial allowances have been confined to the 
permanently unemployable, such as the disabled, and to single 
mothers of dependent children. In Ontario, persons who are 
more readily employable but find themselves in need with no 
alternative other than welfare have in general received assis- 
tance administered directly by municipal governments (municipal 
allowances are discussed below). The various programs included 
in this discussion of provincial allowances, together with the 
amounts paid under each program from 1960-1 through 1972-3, are 
listed in Table A2. 


Data considerations 


The data availab’e on provincial allowances were limited 
in a number of ways. First, we have been unable to obtain 
administrative cost figures beyond the 1972-3 fiscal year, thus 
confining the time series to thirteen years and excluding the 
most recent four fiscal years. Since it is in these last years 
that government has been under intense pressure to restrain 


spending, these data might have proven quite interesting. 
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Second, there is no information on the number of employees 
involved in the administration of provincial allowances. Had 
such information been available, it would have provided a use- 
ful corroboration for data on administrative costs aside from 
its intrinsic interest. 

In the administrative cost figures for 1960-1 to 1972-3 
(Table Al) we have included only the total costs of the two 
branches most directly involved in administration of provincial 
allowances. We have not attempted to apportion other more gen- 
eral functions, such as the deputy minister's office, part of 
whose effort no doubt contributes to the provincial allowance 
programs. The primary reason for not doing so is that there 
appears to be no objective criterion for the percentages of the 
various indirect functions that should be added. Secondly, it 
seems reasonable to assume that the proportions have not 
changed much over time, so that the series will in any event 
adegquately reflect changes in the cost of administration. 
However, this implies that as a measure of ‘absolute' cost, as 
opposed to change in cost, there is a small consistent downward 
bias in our figures. 

To some extent this downward bias is ameliorated by bias 
in the opposite direction in the case of the Field Services 
Branch, «which *1s-spramarily “the ssystem,of regional offiueecs 
through which clients are tested, interviewed, and so on. Some 
partrof «Field Services activity ias* unrelated or only periph— 
erally related to the administration of provincial allowances. 
In particular, the Northern Regional Offices of Field Services 
are heavily involved in the administration of municipal allow- 
ances in the absence of municipal authorities. En fadadition, 
Field Services' staff have become increasingly involved in the 
delivery of social services and similar activities not directly 
related to provincial allowances. Of course to the extent that 
the primary responsibility of this branch has remained the 
delivery of provincial allowances, the marginal cost of the 
latter functions may be significantly less than the proportion 
OLestatl effort expended «in -Cheirm -pursurt « Furthermore, the 


trend towards spending greater time in social services delivery 
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would appear, from comments of officials, to have become most 
marked only in recent years, on which data are lacking. 

In contrast to the cost of administration, data on case- 
load and transfers paid have been readily available and appear 
reliable. Stock and flow figures for all thirteen fiscal years 
under consideration are presented in Table A3; similarly, 


labour and non-labour costs, Table A4, appear quite reliable. 
Administration as a percentage of total costs 
As can be seen in the third column of Table 5, adminis- 


tration costs as a percentage of total costs have varied from a 


HAgieort +]. 21) Pericent pLolia dow. Of) 3:96:87, Since On tar1ou.s 


TABLE 5% Ontario - provincial allowances 
Indexed 
Administra- adminis- 
Fiscal Administra- tion costs tration 
year (com- Administra- _tion costs indexed to costs per 
mencing £10n cost to. total 1976-7 recipient 
LeApt tL) CS } cost(3) dollars (52) 
1960-1 Ly 09g 29 1 Gee 4,709,209 LO Oso 2 
1961-2 UE a eS PAG, 6.64 Sen ec y sa ia LO 722 
1962-3 2,014,829 6.45 ay OS 104.81 
1963-4 22267 SUL eg Sy O24 LS LO 2 7. 
1964-5 Pa She Fag AS) Cieg Do oy eu SOS Sy 
1965-6 27 Dt A 06d 6 3i5¢/. 6,006,146 90.35 
1966-7 3,216,340 6.74 J 706057, 036 E05. 6.0 
1967-8 4,369,153 4.20 8,964,894 145.08 
1968-9 47985 ,,3.90 3.88 CUZ Sp bo 142.29 
1969-70 4, 9127295 4.11 9 1275469 142.83 
1970-1 Saree MERA ess! 4.60 WO Le ye U 153.54 
1971-2 Gy 250 723.947 Aa 107 003,420 LES bie. 
1972-3 OE DIAG Pl he WH 4.24 107, 567,550) P2030 3 


SOURCE: “Tables Al, AZ, A3,..and, A4 
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provincial allowances are almost entirely needs-tested prog- 
rams, this result may be somewhat Surprising to those persons 
who believed that substantial savings might be found through 
administrative’ reform of such programs - Ai 50 per ‘cent 
reduction in administrative costs would result in saving ap- 
proxamately<24to- 4-per cent otr total program cosets: In most 
years these amounts are much smaller than the increases 
experienced in transfer payments themselves. The inescapable 
conclusion is that even if such dramatic administrative savings 
could somehow be achieved without a concurrent increase in 
fraud, overpayments, and so on the dollar differences would be 
virtually unnoticeable within the cost of the total program. 

Aside from the question of possible cost savings, there is 
a remarkably clear historical trend in these ratios. The most 
Significant change in the provincial allowances program 
occurred in the 1967-8 fiscal year with the introduction of the 
provincial Family Benefits Act, which followed upon the procla- 
Mation of the federal Canada Assistance Plan. The CAP allowed 
for more generous cost-sharing of upgraded and consolidated 
provincial welfare programs. Accordingly the Ontario govern- 
ment began to phase out its categorized programs, such as the 
disabled persons allowance and old age assistance, and con- 
solidated all these programs under the new Family Benefits Act. 
The largest Single program then existing, mother's allowance, 
was immediately subsumed under the new Act, which also provided 
for much more generous levels of benefit. 

As can be seen in Table 5, pre-1967-8 percentages of 
administrative costs were consistently higher than those after 
the Family Benefits Act was introduced. This is represented 
graphically in Figure 1. In fact, if we separate this series 
into two sets, one before 1967-8 and the other after, the 
result is two very stable sets of figures. During the seven 
years before 1967-8, for the ratio of administration costs to 
total costs the mean of the best-fitting line is 6.67 per cent, 
with ‘a coefficient of variation of 4.32 percent...) After and 
including 1967-8, the mean of the best-fitting line is 4.19 per 


cent, witha scoecificient of variation -of 52.95 Demecent. 1591 
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neither case is the slope of the line significant to 95 per 
cent probability. Thus there is no apparent slope in either 
line, and except for the break represented by the Family Bene- 
fits Act there has been very little deviation in administrative 
costs aS a percentage of total costs. 

Given this stability, there is clearly no trend either 
upwards or downwards in the proportion of costs devoted to 
administration; rather there appears to be a Significant ten- 
dency to maintain a particular percentage through time. The 
one marked deviation from this rule may be attributed simply to 
the much higher levels of benefits paid under the Family 
Benefits Act than before. This resulted in one large shift in 
administrative costs as a percentage of total costs down from 7 
per cent to 4.0 per cent, where it has remained approximately 


Since then, or at least until 1972-3 when our data end. 


Costs per case 


In order to compare administrative costs per case through 
time, we have indexed them to 1976-7 dollars as described 
earlier. Table 5 shows costs have varied from a high of 
SL SSeoaertoe im, LOWSOL SOON Sitper recipient. bute thesemiiguces 
must be treated with caution. Caseload data for provincial 
allowances are presented in Table A3, the second column of 
which lists the average monthly number of recipients in each 
fiscal year. In fact the amount stated, for example 46,940 in 
1960-1, is the average number of recipients enrolled at any 
Gu Zeneatiime savoing thateiiscal tyeare. Ins othe rmewo rd cus 
represents the average stock of recipients in the fiscal year. 
Thesrcosks pers recipient an the “Erith column yot Tablet ste 
arrived at by dividing this average stock into total indexed 
administrative costs. Thus it represents not a cost per 
person receiving benefits but the approximate cost of admin- 


istering one year's benefits, which may result from twelve 
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persons having received benefits for one month each.(1) As is 
discussed below, the increase in costs per case may be 
misleading to the extent that they represent the expense of 
providing services to a greater flow of beneficiaries. 

Costs per case were also quite stable before and after the 
introduction of the Family Benefits Act. The pre-1967-8 mean 
cost per case was $100.96, with a coefficient of variation of 
8.3 per cent. After and including 1967-8 the mean jumps to 
S40 obs WikhwoncOckeLcLlent Of variations of, (5..8)perscent.in in 
neither case is the slope statistically significant to the 95 
per cent level. Thus, with regard to each of the pre-1967-8 
and post 1967-8 segments, there has been no visible trend 
towards higher or lower costs per case. Between the two seg- 
ments, however, there was a large increase in costs per case. 

This is the one marked difference between administrative 
cost per case and administrative cost as a percentage of total 
cost... \While.in.the latter the introduction-of. the Family 
Benefits Act brought a fall to a lower mean percentage, in the 
former the new Act led to a jump upwards in the mean cost per 
case. This seemingly paradoxical result is explained by the 
small percentage which administrative costs form of the total. 
While mean administrative costs per case increased by about 40 
per cent, transfers per recipient approximately doubled, while 
the number of recipients remained roughly the same. Thus in 
bermncnorterhe, percentage of total costs, the aAncrease sin 
transfers far outweighed the increase in administrative costs. 


Nevertheless, the increase in administrative cost per 


a A useful analogy might be to the practice of measuring 
output in 'patient-days' in the field of health. An aver- 
age stock of 46,940 represents 17,135,100 'benefit-days'. 
Thus the cost per recipient of $100.32 could be divided by 
365 to arrive at 27.49¢ per benefit-day. If in the field 
of health the average cost per patient-day decreases with 
duration of stay, a hospital which reduces its duration of 
stay but maintains the same number of patient-days will 
tend to have higher costs per patient-day, a seemingly 
paradoxical result analogous to the problem discussed 
here. 
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recipient remains to be explained. It is easy enough to see 
that it was because of the new Family Benefits Act, but whether 
it was due to the inherent demands of the new Act or a case of 
taking advantage of the general changeover to upgrade the bur- 
eaucracy is still unknown. At least four other factors might 
explain the increase after the introduction of the Family 
Benefits Act: caseload flow, caseload complexity, increased 
selectivity, or other changes in program design which might 
increase the administrative demands placed upon the program. 
In fact, the annual report for 1967-8 attempts to explain the 
increase in costs of administration by appeal to the two re- 
Maining caseload variables: caseload flow and complexity. 

The caseload data show that the flow of cases, represented 
by the number of applications processed, did increase substan- 
tially in 1967-8. In subsequent years, however, applications 
tapered off to previous levels without a corresponding 
reduction in costs per case. For example, flow and stock were 
almost identical in 1964-5 and 1969-70. Despite this, the cost 
per case in the former fiscal year was $90.87 and in the latter 
S142 763.8 “This sis not ‘tovsay,;* though; that “the cost inereqce 
could not have been due partly to the increase in flow if some 
other variable interacting with caseload flow was significantly 
lower before 1967-8 than after. 

There is some evidence that the 'missing variable' may be 
caseload complexity. According to the 1967-8 annual report, 
“Of particular Significance’ ‘to ’the Branch its “the continwrng 
rapid increase in the number of families with dependent child- 
ren, both in absolute numbers and as a percentage of the whole. 
in’ 1965-6, 14,817 families accounted for 2121 “per cent ob the 
totaly in] 1966=77,7 17,199 tamil wes tfor 26450) per fcentet-and 21m 
1967-8, 24,794 tamilies for 35-0 per cent. -(Ontario, Ministry 
of Community and Social Services, Annual Report, 23) Assess- 
ment of the eligibility and amount of payment for a family is 
much more complex than for an individual in a needs-tested 
system, Since the needs and resources of every member must be 
taken into account as well as the relationship between members 


of the family. Unfortunately, reliable historical data on even 
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a crude measure of case complexity, such as the percentage of 
recipients with dependents, is not available, so it is not pos- 
Sible to test the extent to which the three caseload variables 
taken together might explain the difference in cost. Never- 
theless there is good reason to expect that the trend towards 
greater complexity has continued, if for no other reason than 
that fewer elderly persons are in receipt of provincial allow- 
ances, Vandnthatmthis 7. coupled with ashigh’ rate Sof ilow,. “at 
least partly accounts for the different pre- and post-1967-8 


mean costS per case. 
Conclusion 


Administrative costs both per case and asS a percentage of 
total costs appear quite stable over time, except for the 
marked effect of the introduction of a new Act governing pro- 
vincial allowances. Because of the large increase in benefit 
levels the new Act decreased administrative costS aS a percen- 
tage, of total’ costs from 7 tond. 2>pervcent..  ‘Costsyper /ecase ron 
the other hand increased because of the new Act from $101 to 
$141. This is explained partly by increased case complexity 
and possibly a greater flow of such complex cases. Whether the 
increase was also due partly to the design of the revised 
program or reduced efficiency cannot be discerned in the data 
available at this time. One Surprising result is the very low 
level of administrative cost as a percentage of total cost, 
which has remained below 5 per cent in the last six years for 


which data are available. 


ONTARIO - WORKMEN'S COMPENSATION 


Workmen's compensation provides replacement income for 
earnings lost due to personal injury sustained in the course of 
employment; “as "well ‘as’ the cost ofemedical- cares for )themingury-: 
The amount of benefit paid is in general a fixed percentage of 


the amount of earnings lost and in the case of pensions awarded 
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for permanent disability is also adjusted for the number of 
dependent children. Most benefits are paid under Schedule 1, 
which lists high-risk employers by risk category. Schedule 1 
employers pay contributions direct to the Workmen's Compen- 
Sation Board, which then handles all awards. Other employers, 
covered under Schedule 2 and other listings, may provide awards 
directly to workers, although they may also be required to 
contribute to ether Board. Table A7 lists payments made under 
Schedules 1 and 2 in the seventeen calendar years 1960 through 
1976. 


Data considerations 


In comparison with other programs, workmen's compensation 
has consistently provided excellent data, as reflected in the 
full seventeen years of information recorded in the appendix. 
No doubt this is largely due to the fact that Board funds are 
held in trust for employees, rather than being general taxation 
revenue, and to the need for employers' contributions to 
‘cover' expected payments. Unfortunately much of the reporting 
is oriented towards accounting purposes, so that there are some 
gaps in data which have had to be filled by estimates. 

These gaps are most evident in administrative costs, Table 
A5, which have traditionally been reported for the operation of 
the Board as a whole. Some of the activities included in- these 
costs are incurred in the delivery of social services such as 
vocational counsel ling “rather  vthanvint administration ae 
benefits. The second column of Table A5 states administrative 
costs under Schedule 1 as reported by the Board. These should 
be quite accurate since few social service costs will be 
charged back to employers. Administration costs for total 
benefits are derived by estimates as described in Table A5. 
Although it appears that either set provides a fairly reliable 
series of administration costs, we have used both series 
throughout to maintain a double check. We have not attempted 
to complete the series on the number of employees of the Board 


through a similar estimation procedure. While estimates 
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could be derived by prorating administration costs, the 
employment figures could not then be used to double-check 
administrative cost figures and so would serve no useful 
purpose in this context. 

The caseload data in Tables A8 and AY are for caseload 
flow. As described in the appendix, these series have been used 
together to provide estimates which allow the series to be com- 
pleted. Since claims settled are an almost constant proportion 
of claims submitted, there is litle difference in results using 
either series for analysis. Claims submitted were used since 
they appear to be a more accurate reflection of total workload 
and Similar meaSures were used in other programs, such as ap- 
plications processed for provincial allowances. While excellent 
data on caseload flow have thus been obtained, there is very 
little information on caseload stock. Fortunately, workmen's 
compensation consists mainly of short-term aid to temporarily 
disabled employees, so that caseload flow is the most appro- 


priate measure to be weighed against administrative costs. 


Administration as a percentage of total costs 


As can be seen in Tables 6 and 7, for the last seventeen 
years the administrative cost of workmen's compensation has re- 
Mained consistently below 10 per cent of total costs. Since 
eligibility for compensation must uSually be confirmed by 
medical reports and each case separately judged, this result 
may be somewhat lower than expected. There has been some 
moderate variation in the percentage during the seventeen years 
discussed here; the mean percentages and coefficients of 
variation are as follows: Schedule 1, mean 7.88 per cent, 
coefficient of variation, 9.6 per cent; Total, mean 8.04 per 
cent, coefficient of variation 10.6 per cent. 

As shown in Figure 2, these seventeen years may be 
interpreted as three distinct periods. From 1960 through 1965 
percentage costs were declining slightly; from 1966 through 
1974 costs remained stable; and in the last two years costs 


have apparently increased again. 
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TABLE 6: 


Calendar 


year 


1960 
1961 
L962 
1963 
1964 
965 
1966 
6): 
1968 
1969 
1970 
Sal 
2977.2 
eis 
1974 
7S 
97:6 


SOURCE: 


Ontario - workmen's compensation 


Administra- 
Adminis- tion costs 
Adminis- tration indexed to 
tration costs to Lo 16-7 
COSE (GS))re total “costa: 3). wdollars: 4s) 
5,666,819 9.60 15, 7537430 
5,829,201 9.47 L573 150 
57:9507,8.0i7 9.47 15,159,490 
6, 0057505 9 .k:6 5422377700 
6,693,149 8.74 16,316,430 
6,119,848 6.94 14,038,420 
7,636,147 ee 6 £6,755 7,120 
8,123,073 I Satie L677 42,590 
8,838,578 7.84 L77-2867, 010 
10,248,610 8.06 18,998,900 
10,477,900 139 18,257,460 
Wala, 3327.50 7.63 18,401,570 
T2758 O80 VPA 18,912,600 
12,434,000 6ui21 Lido 47260 
17,895,000 7.44 22,848,560 
25,983,000 8.36 29),250,710 
31,435,000 8.03 32,009,790 


Tables A5 through A10 
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Indexed 

adminis- 

tration 
COSES ‘per 
claim sub- 
mitted (S$) 


6912 
59691 
56.24 
yore bay 
5022.6 
39037 
44.85 
44.68 
45.58 
49.09 
48.93 
50.16 
50.17 
41.92 
Sli 
1399 
Whee) 


TABLE 7: 


Calendar 


year 


1960 
oO OW 
1962 
£963 
1964 
L965 
1966 
iO, 
1968 
1969 
19:70 
1971. 
LSPs 
1973 
1974 
JES Re) 
Lo7 6 


SOURCE: 


Ontario - workmen's compensation (Schedule 1) 

Indexed 

Administra- adminis- 
Adminis-— tion costs tration 

Adminis- tration indexed to cost per 

tration costs to 1976-7 claim sub- 

COStMUS))  COLalmCcost. /( S$)" «dollars Us) mimic tedn(ts) 
57 34, 167 9.69 145274, 500 TOR. 
5, 200,229 9756 E3139 7,050 60.98 
iy poles os le 9.54 137,638,000 56.60 
5), 4 Onl 045 9.16 13,684,330 Sore lek 
6,058,958 8.81 A PL Olga tO 534 
5746387, 051 6.86 27 DAS, 230 SUPA TAs! 
6,885,478 haa Sel O87 01.0 44.74 
T7095 467 D8 147623, 700 437.32 
1Tpps 4, S71 TeAoe IP G7 Me woe BD 44.51 
Bali, OL) 7343 15,592, 350 44.92 
8,796,993 6.95 1S), S20 p20 45.95 
97672;,563 Tose T5706, 210 48.49 
10,341,780 6.68 15,574,090 47.05 
217051 ,.000 6.16 15,590,190 41.86 
257,016, 000 he33 20,194,070 ae Us: 
237,262,000 SiS 2G ple LG 74.90 
27,437,000 Thee 27,938,680 72.94 


Tables A5 through Al10 
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The analysis of trends in administration as a percentage 


of total costs for the three periods is as follows: 


Coefficient 


of variation 


Mean (%) (3) T-Value Slope 
Schedule 1 
1966-74 tes Se) 1.833 Not significant 


LOW See e976 8.05 


Total 
1960-5 8.9 6.9 3.064 -0.45 
1966-74 7.43 6. 1563 Not significant 


Lov oee 1976 8.2 


As Figure 2 shows, percentage costs in the first period 
declined by about 0.5 per cent a year. During this period both 
the caseload and the range of benefits increased every year, 
resulting in a relatively large annual increase in transfers 
and a consequent decline in percentage costs. In the second 
period caseload remained quite stable, except for 1973 and 
1974, with increases in transfers paid remaining proportional 
to increases in the cost of administration. Table 6 shows that 
the largest deviation from the best-fitting line in the 1966-74 
period occurred in 1973, when a very large increase in case- 
load, a consequent substantial increase in transfers, but no 
increase in administrative costs, resulted in very low 
percentage costs. No doubt the increase in caseload was unan- 
ticipated, and the administrative difficulties in dealing with 
it probably contributed to the convening in 1973 of a legis- 
lative task force to report on the operations of the Workmen's 
Compensation Board. One result of the task force was a large 
upgrading in the capacities of the Board, including increases 
in staff, reflected in the employment data of Table A6. This 


and an equally unanticipated decrease in caseload in 1975 have 


SY 


resulted in the higher percentage costs of the third period. 


Costs per case 


The administrative costs per case of workmen's compensa- 
tion are less stable than administrative costs aS a percentage 
of benefits paid: Schedule 1, mean $52.45, coefficient of 
variation 21.9 per ‘cent; Total, mean $53.18, cockilrcenuso: 
variation 20.3 per cent. However, costs per case also seem to 
fall into three periods, as displayed in Figure 2. The analy- 
sis of trends in administrative costs per case for the three 


periods is as follows: 


Coefficient 


Ofs variation 


Mean (S$) (3) T-Value Slope 
Schedule 1 
1960-5 55m 24 5.8 Pic. Oe ah -5.36 
1966-74 48.81 528 150962) Notes significant 


Pen 68 b 13392 


Total 
1960-5 54.89 5a] 7.0150 -5.21 
1966-74 47.43 657 Lalo4le (Not ‘srgonificant 


LOJSESLLITG wise 87 


As is clear from these data, 1975 and 1976 saw a large 
jump in costs to more than $70 per case, while before 1965 
costs had been gradually decreasing from $70 per case. The 
higher cost of the years 1960 through 1965 may be partially 
attributable to the lower levels of caseload experienced in 
those years. In other words there may have been significant 
economics of scale allowing a gradual reduction of high costs 
per case as caseload increased during the 1960-5 period. After 
1965 caseload did not continue to increase at the same rate. 


The large increases experienced in 1975 and 1976 seem due 
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to the task force report on the Workmen's Compensation Board 
and lower-than-anticipated levels of caseload. While the 
employment data series is not restricted to delivery of bene- 
fits, it provides some evidence in favour of this explanation. 
Until 1974, the change in the number of employees had never 
exceeded 8.1 per cent annually with a mean change of 1.6 per 
cent. In 1974 and 1975 the number of employees increased by 
8.4 and 14.9 per cent. “Although some of -this -add@tional 
employment was absorbed into social services, a good deal of it 
was doubtless to upgrade the Claims Section. The costs of this 
new employment would appear in 1975 and after. 

Pe not  wndakelyeereconsite wetion rofiethe-thi'sto ry iot ythe 
Board's administrative costs per case would show that it had 
been absorbing additional workload between 1960 and 1965 at 
decreasing marginal administrative costs. After 1965 there was 
little increase in caseload, the average cost per case remain- 
ing stable at the level established in 1965. But in 1973 there 
was a very large increase in caseload, probably unanticipated, 
because no supplementation to the administration of the program 
had been budgeted to deal with the additional workload. MThis 
implied a large decrease in costs per case in 1973, as may be 
seen in Figure 2. However, this also led to greater problems 
in meeting commitments to injured workers and contributed to 
the establishment of the task force. As a result the Board's 
administration was supplemented, perhaps somewhat beyond 
necessary levels. Caseload did not continue to increase in 
197, Seand.219:765 as) Vtshad) done previously,“ nov, dowb tain apart 
because of high levels of unemployment, and the result was 
hegherrcosts “periicase foro 197 57 ands9o7 6. If caseload should 
increase in subsequent years, it seems reasonable to assume 
that this additional workload may be met with little addition 
to administrative costs, which will lead to falling costs per 
Case. aftere] 975. 


Conclusion 


Administration costs as a percentage of total costs in 
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workmen's compensation are lower than might be expected given 
the complex nature of eligibility determination. MThere has 
been no visible trend towards increasing percentages; instead, 
administrative costs have remained a constant or decreasing 
proportion of total costs for the majority of the seventeen 
years for which data are available. Costs per case were more 
or less constant for nine of the seventeen years, with falling 
costs in the first six years and a large increase in costs in 
the last two years. The decline in costs per case in the early 
1960s may be attributed to economies of scale as caseload 
increased. The increase of the last two years is related to 
upgrading of procedures following the task force report of 
1974, and it may be reversed if caseload increases. 

The political process appears to introduce a cértain 
‘lumpiness' to what might otherwise be highly variable costs. 
Small increases in workload appear to be absorbed without much 
change in workforce, but a large increase in workload may 
result in problems beginning to appear in the program. The 
political apparatus is then activated, and the response is a 
large increase in workforce. The cycle may then repeat itself 
if caseload continues to increase. Since costs will average 
out over the period of the cycle, this is not necessarily a 
wasteful process. However, if caseload does not increase, the 
cycle may be frozen for some time at its uppermost limit, 
implying unnecessarily high costs per case. On the other hand 
if the political system fails to activate at the nadir of the 
cycle the operation of the program may become extremely 


problem-ridden. 


ONTARIO - MUNICIPAL ALLOWANCES 


In Ontario, municipalities provide financial assistance to 
persons in need who are not eligible for provincial allowances, 
most benefits being paid under the General Welfare Assistance 
Act. Most beneficiaries receive assistance for only a short 


time, until employment has been obtained or eligibility for 
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provincial allowances has been established, As with provincial 
allowances eligibility and amount of payment is established and 
maintained according to a rigorous needs test. In general, the 
average amount of benefits is somewhat lower than provincial 
allowance benefits. While the muncipalities also operate 
parallel programs to provide social services, such as home- 
makers, the present discussion is restricted to benefits paid 
and administrative costs incurred in the delivery of cash bene- 
fits under the General Welfare Assistance Act. The program has 
remained basically unchanged in the period for which we have 
data. The Act was revised in 1967-8 to coincide with the 
introduction of the Provincial Family Benefits Act, resulting 
Mainly in increased average benefits. Benefits were again 


increased substantially in 1970-1. 


Data considerations 


Provincial cost-sharing of municipal administration 
expenses began in 1965-6, providing subsidization computed 
according to costs exceeding 1964-5 base year costs. Thus our 
estimates of administrative expenses begin in 1964-5, prior to 
which no consolidated accounting of such expenses was kept. 
Estimates of administrative expense, Table All, may include 
some administrative costs incurred in the delivery of social 
services, but the amount of error should be werny small. 
Estimates of the amount of benefits transferred, Table Al2, 
include living allowances, supplementary aid, special assis- 
tance, and assistance paid by Indian Bands. Amounts paid for 
"dependent fathers, widows,and unmarried women' have been 
netted from the estimates since these benefits, although paid 
under the authority of the General Welfare Assistance Act, were 
apparently administered by the province. Since these benefits 
were phased out after 1967-8, removing them also improves the 
consistency of the series. 

While there have been some problems in obtaining estimates 
of administrative expense and total transfers paid, the real 


deficiency in data for municipal allowances concerns caseload. 
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Estimates are given in Table Al3 for caseload stock as of 31 
March of each fiscal year. Average caseload stock data are 
unavailable before 1968-9, so that the only consistent series 
of caseload stock estimates is that based on the caseload for 
the last day of the fiscal year. Unfortunately this estimate 
does not appear to be a reliale indicator of average stock. The 
absence of good estimates of caseload stock would not be of too 
much concern if there were compensating estimates of caseload 
Liows However; ‘there appear to be =novdata: fon” (caseload: ™ Elow, 
such as numbers of applications processed in a fiscal year. 
From post-1971-2 statistics on length of enrolment as of 31 
March, it appears that approximately 20 per cent of benefici- 
aries had applied for benefits in that month. We might then 
make a very rough calculation that flow is about 240 per cent 
of stock. Given that length of enrolment data is insuffi- 
ciently detailed prior to 1971-2, even this very unreliable 
method of estimating flow would have to be extrapolated for the 
majority of the series before it would be of use, and it could 
only be extrapolated from figures which are themselves not nec- 
essarily representative of average caseload stock. Forvall 
these reasons we have not attempted to produce an admin- 
istrative-cost-per case series for municipal allowances but 
have presented only administration aS a percentage of total 
Cost. “This "serves "appears subiivcerently wn'tere siting. to 


compensate partially for the missing series. 


Administration as a percentage of total costs 


In view of the relatively low average benefits paid 
through municipal allowances and the relatively complex deter- 
Mineation ofVeligibility;, it) is’ not too surprising ‘to ‘find *eharc 
municipal allowance administration is on average a higher per- 
centage of total costs than any other program discussed in this 
paper. The series is presented in column 3 of Table 8. The 
series mean is 10.31 per cent, substantially greater than that 
for any other program. It is evident, though, that the series 


as a whole cannot be well represented by a straight line. 
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TABLE 8: Ontario - municipal allowances 


Calendar year Administration 
commencing Administration COSUS LO «total 
AD Pa. COSTS) Costs: (2%) 
1964-5 3,498,768 9.36 
1965-6 3,546,392 9.44 
1966-7 3,129,946 9,02 
1967-8 37861, 162 8,00 
1968-9 Gn 85200 95 10 
1969-70 1, OO7 G1 a3 9565 
1970-1 97 967,528 B30 
1971-2 12,962,740 he QS 
1972-3 LGy-3 tbs O20 12°20 
1973-4 16,961,820 2.98 
1974-5 197-988, 200 12.98 
1975-6 21pOD7, O40 14.72 


SOURCE: Tables All through Al3 


Invtact, the coefficient of variratzon for the best—fitting: Wine 
for. the entire series is 15.6 per cent. If we segment the 
series before and after 1972-3, as in Figure 3, each segment 
considered individually may be adequately Summarized by fitting 
a line. From 1964-5 to 1971-2 the mean ratio of administration 
Over total costs was 8.9 per cent, with a coefficient of varia- 
tvonetor the’ best-fitting line of 6.9 per cent)... The slope. of 
the line is not statistically significant to 95 per cent prob- 
ability. Thus the trend for these eight years of observation 
was apparently that of stable percentages at approximately the 
9.0 per cent level. Obviously, the second segment has a much 
higher mean. From 1972-3 through 1975-6 the mean ratio of 
administravion cost \to total costewas, 3.2 per cent, ) with va 
cocthicient of “variation tor theebest-fitting line of 4 per 
cent. The slope for this segment is not significant to the 95 
per cent level. The extremely high mean and the shift upwards 
in percentages in recent years are, aS we Shall see, in stark 
contrast to any other program. 

The unusual results of our analysis call out for addi- 


EVONaAL CcCOnroOpOration in further data. PE Lene serres ais 
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correct, large municipalities taken individually should have 
experienced similar administration costs aS a percentage of 
total costs. While data were very limited, three municipal- 


ities surveyed reported as in the accompanying table. 


Administration to total costs in three municipalities 


Administration Total 
costes (s)) costs (3) g 
Metro Toronto 
TOV) 8,900,000 66,300,00 13.4 
Ottawa-Carleton 
LOD 1,076,000 9,570,000 baa es 
1976 1, 240,000 9,104,000 ESA L 
LOR: 1,440,000 8,811,000 Lens 
City of London 
bes ES 603,000 5,679,000 0.6 
1974 N/A N/A 
L975 718,000 5,005,000 14.4 
1976 780,000 4,786,000 Lo. 
1974 870,000 573297, 000(eSt)16.35 


NOTE: Data assembled from telephone interviews of officials in 
each of the three municipalities. There may be a small 
underestimation of transfers because of the exclusion of 
some benefits included in aggregated transfer data. 


Both the escalation in costs and the very high percentages of 
Our aggregate series are also evident in the reports from these 
municipalities. Thus the series appears to have a good deal of 
credibility. How can it be explained? 

While there were no substantial design changes in munici- 
pal allowances during the period under discussion, municipal 


allowances are highly influenced by changes in other programs 
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because they are essentially residual, that is, a municipal al- 
lowance is paid to anyone who is in need but is ineligible for 
another program. Since the major cause of need for municipal 
assistance is unemployment, that assistance will be highly 
influenced by changes in unemployment insurance. As is 
discussed below, extensive revisions in unemployment insurance 
became fully effective in the 1972-3 fiscal year. Table A1l2 
shows that transfers paid by municipalities decreased substan- 
tially ein thativvear,, ano doubt asva response to the greater 
eligibility, longer duration, and higher amounts of unemploy- 
ment insurance benefits. Even in nominal dollars, transfers 
paid by municipalities did not increase to 1970-1 levels until 
1975-6. Invconstant dollars, transfers have: Still nocea nm 
creased to 1970-1 levels. While transfers paid fell, there was 
no concurrent reduction in administrative costs. Thus the 
expansion of unemployment insurance would appear to explain the 
division of the series into two segments and, assuming no 
decrease in administrative costs, the much higher percentages 
of the second segment. 

Unfortunately, without caseload data it is impossible to 
explain why administrative costs did not also fall. The lower 
total transfers may be attributed to either reduced caseload 
stock or a much lower average benefit. Although the duration 
of benefits may have fallen, it is unlikely that average bene- 
fits per recipient per week were less. Therefore, it appears 
that caseload stock did decrease from 1970-1 levels. While the 
caseload estimates in the appendix are not useful for detailed 
analysis, they confirm this conclusion at least so far as case- 
load stock at the end of March is considered representative. 
There are then only four possible explanations for adminis- 
trative costs not decreasing: 


- average case complexity increased when unemployment insurance 
was expanded because the most complex cases remained on munici- 
pal assistance; 


- caseload flow increased substantially when unemployment 
insurance was introduced, but the duration of municipal bene- 
fits decreased; 


- the selectivity of the program was increased substantially, 
probably through administrative routine rather than by-laws; 
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- the administration of municipal allowances became less effi- 
cient, as work force was not reduced in line with diminished 
work load. 


It is quite possible that each of these causes had some degree 
Of influence, but without further caseload information it is 


impossible to judge. 


Conclusions 


Before the expansion of unemployment insurance, the ratio 
of administrative cost to total cost of municipal allowances 
was about 9 per cent, with no trend towards increase or 
decrease. Following the expansion of unemployment insurance, 
total transfers paid decreased substantially, but with no con- 
current decrease in administrative costs. As a result the 
Petvo Of administration to, total costs’ increased to a, much 
higher level, with a mean of over 13 per cent. 

In view of such high percentages it is clear that savings 
in administrative cost may have a significant impact on the 
over-all bill for municipal allowances. Whether such savings 
are possible, given the constraints of program design, or 
whether the program could be redesigned to accomplish the same 
objectives at lower administrative costs remains to be seen. 
It= may. ber that the difficulty of delivering a’ program to the 
population served by municipal allowances demands very high 
administrative costs, although the lower percentages before 
1972-3 contradict this assumption. In any event, the problem 
May correct itself with the new revisions of unemployment 
insurance. These will no doubt increase the workload of 
municipal allowances, and if administration increases are kept 
toma minuamum the Cacio Of adminaScracionetottotal. cost. wilt 
probably fall dramatically. Of course this would only follow 


from a dramatic increase in municipal transfers. 


CANADA —- UNEMPLOYMENT INSURANCE 


Unemployment insurance is a national program providing 
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financial assistance to insured employees during periods of. 
unemployment. The amount of assistance paid per week is deter- 
mined primarily by average insurable earnings. Eligibility is 
Maintained by proof of availability for employment. The 
duration of benefits is dependent upon such factors as weeks of 
contribution and the extent of unemployment in the particular 
region. 

Unemployment insurance remained basically unchanged from 
its inception in 1940 until 1971, the only major administrative 
change in that period being the separation of unemployment 
insurance from other government manpower functions. A new 
Unemployment Insurance Act became effective in June 1971, 
almost doubling maximum benefits, widely increasing coverage, 
reducing required weeks of contribution, and in other ways 


increasing the scope and generosity of the plan. 


Data considerations 


Before 1965-6 administrative costs for unemployment 
insurance had been included with costs recorded for all the 
National Employment Service. Thus, figures for 1960-1 through 
1964-5 have been estimated only. Unfortunately there is no 
additional corroboration for these estimates. Our analysis 
therefore begins with 1965-6, for which more reliable adminis- 
trative costs are available. The last two years are fiscal- 
year estimates based on calendar-year reports, so they may be 
Slightly biased downwards, since these years appear to be peri- 
ods of steeply mising nominal dollar costs. The series on 
employees of the Unemployment Insurance Commission, Table A115, 
suffers from the same problem, as does the series of adminis- 
trative costs prior to 1964-5. Without a reliable series for 
the number of employees net of employees working for other 
areas of the National Employment Service, none of the data from 
1960-1 through 1964-5 has been used in our analysis. As stated 
in Table Al5, the amounts listed are based on revised budget 
estimates of man-years. There is some doubt whether these fig- 


ures have reflected actual total employment by the Commission 
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to the same extent in each year, depending as they do, among 
other factors, upon the rigidity with which Treasury Board 
happened to administer man-year allotments in a particular 
year. The employment series must then be treated with some 
caution. 

The total benefits paid and the caseload data, listed in 
Tables Al6 and Al7, appear highly reliable. The only qualifi- 
cation is that described in Table Al7 regarding the estimates 
of caseload stock. As stated, these estimates may only be used 
to indicate a real change in actual stock where there is a very 
large change in the estimates, Since they are subject to a 
great deal of error. We shall in any event be uSing caseload 
flow, aS measured according to initial and renewal claims 


received, in analysing costs per case. 
Administration as a percentage of total costs 


There has been a clear tendency towards lower adminis- 
trative costs aS a percentage of the total cost of unemployment 
insurance, as shown in column 3 of Table 10. Of the eleven 
years for which we have reliable data, only two years saw 
increases. A straight line with a statistically significant 
negative slope of 0.75 percentage points per year most accu- 
rately fits the percentage costs which have been experienced in 
the last decade (T-value of 10.56). The coefficient of varia- 
tion from the best-fitting line is 8.4 per cent. The mean of 
the actual observations is 8.9 per cent. Although no direct 
relationship exists, this trend towards lower administrative 
percentages seems explained primarily by the very large 
increases in benefit payments since 1965-6. Table 9 illus- 
trates the changes in benefits and percentage administrative 
costs. While there has been a large increase in total benefits 
paid in all the income security programs analysed in this 
paper, no other program has experienced such large increases in 
total transfers paid with the exception of family allowances. 

Such a trend towards decreasing administrative costs as a 


percentage of total costs cannot continue at the same rate 
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TABLE 9: Unemployment insurance, changes in benefits and in 


administrative percentage costs 


Adminis- Total 
Fiscal tration Change benefits Change 
year total (3%) (3) ($M) (3) 
1965-6 13828 297.8 
1966-7 23 76 (329) 3072-0 Sigal! 
1967-8 On sg GES 4) 388.6 26.6 
1968-9 9.47 Cl 23) 459.1 LSio8 
1969-70 929 GIs9)) Dae Loree 
1970-1 8.88 (4.4) EOS 44.6 
1971-2 Salc6 (Sic) deel ay 4 46.4 
1972-3 6.06 (25 24) 270206 US ca" 
1973-4 6.62 Sine 2, O00 (0%2) 
1974-5 6.82 3.0 Vi EWA PEI, T5e0 
1975-6 Says (185.9) Gio oon 3S 43.6 
Average change Cao) 292 


indefinitely, since administrative costs would very quickly 
fall to zero. Another way to interpret the series of percent- 
ages in Table 10, an interpretation similar to that for many 
other programs, is as a trend towards decreasing percentages 
ending in 1971-2 with the introduction of the new Unemployment 
Act. The best—f£itting line from u965—6" throug heey 2 
decreases at a rate of 0.88 percentage points a year and has a 
coefficient) of varlation of? 5. 8) per “cent (T—-value 7../7)...)1aue 
this line fits the eight years of observed data more closely 
than does a trend line for all eleven years of observation. 
While the non-linear variation in costs from 1972-3 through 
1975-6 is too large to derive a meaningful trend, it may be 


hypothesized that since 1972-3 there has been a levelling of 
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percentage administrative costs. The very large decrease 
between 1974-5 and 1975-6 could be attributed to the rigid 
enforcement of austerity measures in the federal government, 
including a freeze on new hiring. Overpayments in 1975-6 were 
estimated at approximately $100 millvon” (Canada; srubite 
Accounts, 1975-6) about 3 per cent of transfers paid, so that 
the reduction in administrative percentage of cost may have 
reached a limit. 

If unemployment insurance were to remain substantially 
unchanged for the next few years, it might then be reasonable 
to predict continued administrative cost percentages in the 6 
to 7 per cent range. However, unemployment insurance has now 
once more been revised, and, because the revisions are likely 
to reduce the total entitlement of the average claimant, the 
administrative cost percentages will probably increase in 
1977-8. 


Costs per case 


The costs per case of unemployment inSurance have been 
quite unstable over the past eleven years. The mean cost per 
claim has been $66.03 and the coefficient of variation 14.6 per 
cent. Thus the mean represents merely the average of many 
disparate figures rather than a long-term trend. A visual in- 
Sspection of costs per case, listed in Table 10 and charted in 
Figure 4, Suggests five periods: in 1965-6 and 1966-7 cost 
were falling; from 1967-8 through 1969-70 they remained rela- 
tively stable; from 1970-1 through 1973-4 they increased; and 
they apparently fell again in 1974-5 and 1975-6. 

This series can be viewed in several ways all of which 
equally suit the observed evidence. Other programs, however, 
revealed a pattern: in the absence of substantial program 
change, costs per case remained stable or declined, and imme- 
diately upon a program change costs increased dramatically, 
after which they again either remained stable or declined. 


Although evidence is not as well defined, a similar pattern 
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may be observed in unemployment insurance. From 1965-6 through 
1970-1, costs remained relatively stable, with mean costs per 
Case Ol 204.98, a coerizcient of) variation of: 10,2™per cent, 
and no statistically significant slope.(2) The first full year 
of operation of the new Act was 1972-3, when costs rose to a 
new plateau of about $82.00, where they remained during the 
next three years for which data are available. The new Act be- 
came effective at the end of June 1971, so that 1971-2 would be 
an amalgam of about 25 per cent of the old mean and 75 per cent 
of the new, Or ‘about $74.00. In 1971-2 costs per case were 
$69.80, but many claimants were still receiving benefits under 
the old Act until January 1972. 

This pattern is further corroborated by the series on the 
number of Unemployment Insurance Commission employees per 
10,000 claims (Table 10 and Figure 4). Here we see a very 
steady decline until 1971-2 and then an immediate jump to a 
much higher level after the new Act comes into effect. MThe 
estimate of number of employees for 1971-2 is suspect, since 
the great increase in administration costs in that year cannot 
be attributed to non-labour expenses. It is therefore reason- 
able to assume that a more accurate estimate of number of 
employees at the Unemployment Insurance Commission in 1971-2 
would be much higher, and the series on employees per 10,000 
claims would then be even more like the cost-per-claim series. 

On this interpretation two questions remain to be 


answered: how can the variations from the mean within each 


2 Although the coefficient of variation remains slightly 
greater than the critical level of 10 per cent, unemploy- 
ment insurance has a much greater variation between years 
in caseload than other programs. Whereas in other pro- 
grams caseload tends to increase or decrease fairly 
steadily over a number of years, change in caseload is 
quite erratic for unemployment insurance. Thus it might 
be reasonable to consider a moving average of two or three 
years of administration costs for unemployment insurance 
Since the system cannot be expected to respond to short- 
lived changes in caseload. This, however, would imply the 
losstiol too many years Of data for further analysis. 
Given the difficulty of linear results, a 10.2 per cent 
coefficient of variation may be seen as representing an 
acceptable summary of observation, although not quite as 
close a trend line as was found in other cases. 
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plateau be explained, and, more important, why did the new Act 
result in higher administrative costs per case? The first 
question can be at least partly explained by assuming that 
there iS no immediate administrative response to change in 
workload in the operation of unemployment insurance. In other 
words, administrative resources are allocated according to 
expected workload, not actual workload, and when expectations 
fail to materialize the result is higher administrative cost in 
relation to actual workload. Both 1965-6 and 1973-4, in which 
costs are much higher than their respective means, are years in 
which the number of claims fell. The high costs per case of 
1966-7 might also be explained by an incomplete adjustment to 
the lower level of workload in the previous year. This leaves 
1970-1 as the only year in which high costs per case cannot be 
explained simply by a lower number of cases. 

Initial and renewal claims received are a reasonably good 
indication of caseload flow, but of course they do not indicate 
changes in caseload stock or complexity. Since there were no 
Significant changes in program design in 1970-1, the high costs 
in that year may be explained by a change in either caseload 
stock or complexity or by a decrease in efficiency. In -faety 
there seems to have been a very large increase in caseload 
stocki#in 1970-1.) "Although, as: explained in. Table sAls, stock 
estimates for the Unemployment Insurance Commission are extrem- 
ely unreliable, estimated stock increased from 267,600 in 1969- 
TOMtO 802, 500-in- L970. ‘Sinceswe know that rthe’ direction sor 
error in estimation is always positive; i.e. towards over- 
estimation, then even if we assume the worst-case possibility 
that 1969-70 figures are exactly accurate and 1970-1 figures 
are overestimated by 20 per cent, the increase in stock is 
Sli Viewnetne, order, ots 20° perm voce nit. Thiuss voher 1.957 0-1 ocost 
increase may be in part attributed to increases in caseload 
stock, although the exact size of the increase remains in 
question. 

This analysis may also be applied to the second question 
posed above: why did the new Act apparently result in higher 
costs per case? In general there are three possible replies to 


this question: 


DO 


- without any change in the nature or size of the caseload, the 
administrative requirements of the new Act added workload: 


- administrators took advantage of the introduction of a new 
Act to demand increased administrative budgets, despite the 
fact that increased budgets were not actually required: 


- the design of the new Act or circumstances coincident with 
the introduction of the new Act were such as to cause a change 
in the nature or size of the caseload: 

Given our estimates of stock, there is good reason to suppose 
that the latter is the most applicable reply in the case of the 
new Unemployment. Insurance Act. Even in the worst-case esti- 
mate described above, caseload stock increased from 1971-2 to 
1972-3 by about 24 per cent. This change in stock is even more 
dramatic if we compare average pre-1970-1 stock estimates with 
average post-1971-2 stock estimates. Using the worst-case 
estimate, average stock after the new Act compared to average 
stock a few years before increased by approximately 150 per 
cent. It is easy to see that by allowing claimants to retain 
benefits for longer periods the new Act contributed to this 
increase in caseload stock. Higher levels of unemployment no 
doubt "also contributed to longer “duration of pene rriua. 
Unfortunately a more definitive analysis cannot be undertaken 
without reliable historical data on the number of beneficiaries 


of unemployment insurance. 


Conclusions 


Administrative costs aS a percentage of total costs paid 
by unemployment insurance decreased until 1972-3, after which 
they remained relatively stable at approximately 6 per cent. 
The trend in administrative costs as a percentage of total 
costs may be largely attributed to the size of benefit pay- 
ments. While the trend of costs per claim is less clear, it is 
hypothesized here that costs per claim remained stable until 
the introduction of the new Act in 1971, after whiemechey 
increased from $55.00 per claim to a new plateau of about 
$82.00. This hypothesis is substantiated by a similar pattern 


in the number of persons employed by the Unemployment Insurance 
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Commission compared to the number of claims. The figure of 
$82.00 per claim should be regarded with some caution, since it 
Teecost per caseload flow, and caseload’ stock “has ‘become “rela— 
tively more important an later “years. Thus the post=-19'72 
increase in costs per case may be due to the large increase in 
caseload stock of the unemployment inSurance program. 

While the very large size of the unemployment insurance 
program implies that savings in administrative costs of 5 to 10 
per cent may be substantial in absolute terms ($10 million to 
S20) Mp tion) there ysmadl-proportion of “total program *sivze 
would likely render them unrecognizable within total program 
expenditures. Administrative savings of 10 per cent are about 
U.S perm cent Of-total transfers. Persons searching for “dra- 
matic reductions in the cost of government must then address 
areas other than the administration of unemployment inSurance. 
Similarly, “1t» cannot be claimed that tax “dollars meant “forthe 
unemployed are being rapidly consumed by the bureaucratic 


machine operating unemployment insurance. 


CANADA - OLD AGE PROGRAMS 


The income security programs for the elderly discussed in 
this report under ‘old age programs" include Canada's largest 
systems of transfer payments. The three programs for which we 
have aggregated data are: old age security (OAS), guaranteed 
income supplement (GIS), and spouse's allowance. fThe first 
provides a single monthly payment to every Canadian over 
sixty-five, subject only to proof of age and some residence 
requirements. The guaranteed income supplement and spouse's 
allowance are, in contrast, both income-tested. The income 
test however, is as simplified as possible. The spouse's 
allowance is a relatively recent addition, begun in 1975-6, 
providing supplementary payment on an income-tested basis to 
any couple in which one individual is sixty-five or over and 
the other between sixty and sixty-five. The OAS is by far the 


largest component in terms of amount paid, payments under the 


a7 


GIS being less than half that amount and spouse's allowance 
consisting as! yet of. only) a tiny fraction of OAS, (less, thane 
per cent). In terms of caseload, more ‘than Halt “of abheons 


recipients receive some GIS benefits as well. 
Data considerations 


Unfortunately no public information is available concern- 
ing the cost of administration of Canada's old age programs. 
In fact, there are apparently no disaggregated data on the cost 
of administration separate from the family allowance program. 
Historically, these programs were operated together by single 
bureaus, and until recently no attempt was made to separate 
their administration costs. Since 1971-2, estimates have been 
made concerning the proportion of total family allowance work- 
force devoted to the old age programs. These estimates were 
provided by Health and Welfare Canada. Administrative cost 
estimates for old age programs were derived by prorating total 
Old age and family allowance administrative costs, figures for 
which were also provided by Health and Welfare Canada, accord- 
ing to) the proportion..of workforce utridzed forveacm program, 
However, the series is limited to the six fiscal years from 
1971-2 through 1976-7. 

Data on transfer payments and caseload, unlike adminis- 
trative costs, are available and reliable. Caseload figures 
are the number of recipients of any payment under any of the 
three programs as of March of each fiscal year. Because there 
is a very small flow of recipients compared to stock, we have 


not attempted to provide estimates of caseload flow. 
Administration as a percentage of total costs 


Given the relatively large average payment and the ease of 
eligibility requirements,. particularly for the OAS, itis) rea- 
sonable to expect administration costs to be a very small 
percentage of total costs; Table 11 shows this to be indeed the 


case. The mean percentage of administration to total costs was 
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0.43 per cent or less than one-half of 1 per cent. Further- 
more, the six years for which data are available have seen very 
little change in these percentages. The coerfiicient.or 
variation of the series is 5.3 per cent and there is no statis- 
tically significant slope. The range of the series is 0.052 
percentage points. The absence of Significant change implies 
that the series trend is towards maintenance of administrative 
GOStS as a constant percentage’ of totaly cost. 

The variations which do exist, while small, may be par- 
tially explained by a number of factors. The apparent decrease 
in percentage costs in 1973-4 may be attributed to the large 
increase in transfers paid in that year. The increase in per- 
centage costs in 1976-7 may be attributed to the introduction 
of the spouse's allowance, which, though small in size) rs 
relatively complex to administer and, aS a new program, imposes 
additional demands. 

It would be most interesting to have data available on 
Separate costs for each of the three programs. If the spouse's 
allowance has indeed contributed significantly to the increase 
in administrative costs as a percentage of total costs in the 
last few years, then this program is clearly much more deman- 
ding administratively than the OAS and GIS. In the absence of 
better data, it is possible to provide some rough estimates of 
the costs of spouse's allowance. The increase in total admin- 
istrative costs "from 1974-5 to 1975-6. is approximate livyesza. 
million, and the increase from 1975-6 to 1976-7 is about $3.3 
million. If we make the extreme assumption that half of these 
increases can be attributed to the introduction of spouse's 
allowance, the administrative costs of spouse's allowance in 
LO76=7 were’ s 2.9 mrlVion. In 1976-7 total payments under 
Spouse's Allowance were $100,626,000 (Canada, Public Accounts, 
1976-7). Thus administrative costs for spouse's allowance 
would have been 2.8 per cent of total cost. Of course this is 
not an estimate of the actual percentage. lt may, though, be 
considered an upper limit, so that we can safely say that 
administrative costs as a percentage of the total cost of 
spouse's allowance could not have been higher than 2.8 per 


cent. 
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Using similar rough measures we may also derive some upper 
limits for the administrative costs of GIS. Assuming the most 
extreme possibility, that all administrative costs were for 
GIS, that is, there were no administrative costs for OAS or 
spouse's allowance, the percentage administrative costs for GIS 


are aS presented in Table 12. More realistically, if about 


TABLEs al2.s GIS administration as a percentage of total costs 


(assuming other programs had no administrative 


costs) 
Administration 
costs (total for Administration 
GIS transfers all programs) costs to total 
paid (S$) ($) cost (+) 
UO7 T= 2 526,060,000 97 1337000 1.9 
1972-3 1377, 925,000 12,162,000 Hess) 
1973-4 760,068,000 UPD 17000 1.6 
1974-5 837,198,000 14,376,000 Ihe a) 
1975-6 923,009,000 16,5877000 et 
197 6—'7 1,017,128,000 19,816,000 2<0 


SOURCE * Canada, Public Accounts, and Table Al9 


one-half of the administrative costs were attributable to GIS, 
those costs would be between 0.8 and 1 per cent of total costs. 

While these figures cannot be regarded as estimates, they 
do at least provide some indications of the administrative per- 
centages involved in the component schemes of the old age 
programs discussed here. The very small percentages that, even 
under the most extreme assumptions, can be attributed to the 
GIS indicate that the simple GIS incomes test is extremely 
inexpensive to administer. Moreover, savings in administrative 
cost by further simplifying or reducing the use of the incomes 


test would be minimal compared to the total program cost. 


61 


Cost per case 


The administrative costs per recipient of the old age 
programs are presented in Table 1l. AS can be seen, like 
administrative costs as a percentage of transfers, these are 
very Stable amounts. In fact the coefficient of variation is 
2.2 per cent of the $9.19 mean cost per recipient; there is, 
though, a high T-value of 3.6317. Thus the positive slope of 
Oni teeslacistrceally Stgnwt Leanne. In other words, the cost 
per case according to the best-fitting line tends to increase 
by 17¢ a year. This trend appears, however, to be primarily 
due to the very large increase in the last year for which data 
are available, 1976-7, the first: full year in which spouse's 
allowance was in operation. 

Thus we might alternatively interpret the data as dis- 
playing a shift upwards in costs which would be discernible if 
there were additional data after 1976-7. In this case the 
trend from 1971-2 through 1975-6, which has a mean of $9.06, a 
coefficient of variation of 1.6 per cent, and no~statistically 
Significant slope, would more accurately represent the histor- 
ical record of the old age programs and 1976-7 would represent 
the beginning of a new trend with a higher mean of about $9.80 
per case. If the experience of other programs is a good indi- 
cation, this trend might now be expected to remain stable or 
decline. We may then see the trend of the old age programs' 
cost per) case aS  similar= to,ithose ‘of other programs >) Anegthe 
absence of program change the costs per case remain stable or 
decline; a substantial program change, in this case the intro- 
duction of spouse's allowance, results in a shift upwards in 
the cost per case. 

The finding that there has been little change in cost per 
case before 1976-7 is further substantiated by the series on 
employees per recipient. Prior to 1975-6 there was no large 
increase or decrease in the number of employees per recipient, 
but there is an increase in employees between 1974-5 and 1975-6 
with the introduction of spouse's allowance. This complements 


the. series .on..costs, per. case ~,usines, the ful kh voosts ios 
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additional employment would likely not have appeared until the 
following year. 

Without disaggregated data it is impossible to derive the 
cost per case of the component programs. However, we may find 
some indications by estimating the upper limits of costs, as in 
the previous section. Thus, if we assume that GIS was the 
source of all administrative costs, the costs per case of GIS 
would be approximately 1.8 times the cost per case for old age 
programs as a whole, since about 57 per cent of all OAS recip- 
ients received some GIS in each of the six years from 1971 to 
1977. The highest possible mean cost per case of GIS is then 
$16.54 in 1976-7 dollars. More realistically, if we assume OAS 
had some cost per case, say $1.00, the mean cost per case of 
GaSe abo U'taS 185 ,.75.0)< If OAS cost per case is assumed to be 
$3.00, the GIS mean cost per case is about $12.00. 

If we attribute the entire increase in mean cost per case 
ine lI76—7., LOM S920Ge to S9R84, to spousets allowance; the cost 
per case of that program would be almost $38.00. More real- 
istically, if we assume that, in the absence of spouse's 
allowance, OAS and GIS would have continued at about $9.25 per 


case, the cost per case of spouse's allowance is about $31.00. 
Conclusions 


The administrative costs of Canada's old age programs are 
a very small percentage of total costs, less than one-half of 1 
per cent. Costs per recipient are less than $10.00. While 
there is no observable trend towards higher or lower percentage 
costs, some increases in costs per case have apparently resul- 
ted from the introduction of the new spouse's allowance program 
in 1975-6, which seems to have shifted upwards the cost per 
case from about $9.06 to $9.84. 

The very simple GIS incomes test looks quite inexpensive 
administratively. However, the non-transfer incomes of the 
elderly are generally considered to be the most stable over 
time of those of any large category of the population. Since 


this stability of non-transfer income may contribute 
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significantly to the ease of administration of the GIS incomes 
test, it is by no means certain that low administrative costs 
would accompany the introduction of a Similar incomes test to 


programs for persons other than the elderly. 


CANADA - FAMILY ALLOWANCES 


In terms of the number of families receiving benefits, the 
family allowance program is by far the largest single income 
security program in Canada. It provides a non-income-tested 
benefit to every family with children aged seventeen or under. 
Before October 1973, payments of a fixed amount were made by 
the federal government, with somewhat higher amounts paid to 
children between sixteen and eighteen. There was a three-month 
interim increase providing higher and equal benefits to every 
child until January 1974. After that date average benefits 
were once again increased, with the provinces allowed to vary 
the “amount “paid per childi-accordingstoz,elthery the agerofrtne 
child or the size of the family so long as the average payment 
remained the same. Most provinces chose not to take advantage 
Of Sthis offer, 


Data considerations 


As with old age programs, separate data on administrative 
costs of the family allowance program have not generally been 
available. This is because the old age programs and the family 
allowance have been administered together, from the same build- 
ings, in many cases with overlapping staff. However, Since 
1971-2 estimates have been made of the amount of staff time 
utilized in the administration of family allowances as distinct 
from the old age programs. Health and Welfare Canada provided 
these estimates as well as those of the total administrative 
costs of old age programs and family allowances. The family 
allowance shares were then derived by prorating these totals 


according to the proportion of staff time estimated for the 
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family allowance program, precisely the same method as was used 
with the old age programs. 

Data on caseload and transfers, in contrast to adminis- 
trative cost, are publicly available and apparently reliable. 
Although these two series can be completed from 1960-1 to the 
present, aS in Tables A25 and A26, the absence of administra- 
tive scOSt datamprior kombo71l=2-restrrors Jour analysis. toseny 
years beginning in that fiscal year. It should be noted that 
caseload as reported in the appendix is stock as of 31 March of 
each fiscal year. Because there iS a very small flow of 
recipients compared with stock, estimates of the former have 


not been provided. 
Administration as a percentage of total costs 


Table 13 shows a substantial change in administrative cost 
aS a percentage of total cost over the six years for which data 
are available. The mean percentage cost is 0.76 per cent, but 
the coefficient of variation for the best-fitting line is 16.2 
per cent. Given the limited number of years, it is difficult 
to segment this series and derive any statistically meaningful 
Summary. But it is clear there was a steady decrease in per- 
centage costs from 1972-3 through 1975-6. Although there may 
be a number of alternative interpretations of this apparent 
downward trend, the simplest explanation would adduce three 


factors: 


- In 1973-4, average family allowance benefits were increased 
in October and again in January. Thus average payments for the 
year were higher than in the previous year, resulting in a 
decrease in percentage costs from the previous year. 


- The first full year of higher Family Allowance was 1974-5. 
Thus average benefits were even higher than in 1973-4, and 
there was another decrease in percentage costs. 


- In 1975-6 the introduction of the new program had been 
completed, provinces had not generally taken advantage of their 
right to vary benefit payments, and federal austerity measures 
were strictly enforced. A combination of these circumstances 
resulted in a further decline in percentage costs in 1975-6. 
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If this interpretation is correct and it were possible to 
extend the series backwards and forwards in time, the result 
would probably show that before 1973-4 percentage costs had 
gradually been increasing (simply because average benefits had 
not been increased with inflation) and after 1975-6 percentage 
costs would remain stable at about 0.55 per cent. The apparent 
decline in costs for 1972-3 through 1976-7 is then a misleading 
result of the timing of benefit increases and other coinciden- 
Cal ttaccors. In other words, as we might expect, doubling 


benefits payments approximately halved percentage costs. 


Cost per case 


In the family allowance program there are at least two 
ways in which caseload may be measured: the number of children 
receiving benefits and the number of families receiving bene- 
fits. Since cheques are issued per family rather than per 
child, so that each family receives one cheque regardles of the 
number of children for whom benefits are paid, weighing 
administrative costs against caseload measured by numbers of 
families may be most reasonable. This problem is not very 
serious for the ‘Six years from 1971-2 to 1976-7 Since, whatever 
measure Of caseload is used, there is very little difference in 
the results for such a short series (because the average number 
of children per family receiving benefits cannot change much in 
a short time). We have, in any event, provided data on both 
measures of caseload. 

The administrative costs per child and per family are 
irvstedjon Table 13.° "There isa) little Vlass change in these 
costs than in administration as a percentage of transfers. The 
means and coefficients of variation of the best-fitting trend 
line are as follows: cost per child, mean Sie 52,7 COcCtricrent 
OP Variation 11.6 per cent. cost: per family, Mean So 22.0, 
coelficient of variation’ ‘13.0 per cent. 

With the introduction of the new family allowance program 


in 1973-4 there was one administrative Simplification and 
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some additional complications. The new program ended the auto- 
matic national payment of higher benefits to families with 
children between sixteen and eighteen. In. fact. this ¢sinpii- 
fication occurred in October 1973 with the interim increase of 
allowances. On the other hand in January 1974 the adminis-— 
trative complexity of the program was increased by allowing 
provinces to vary allowance payments to families, as described 
above... The higher 1974-5 cost per case; either. perm famply. or 
per child, may reflect the assessment at the beginning of the 
year of the amount which should be budgeted in order to respond 
to provincial requests for variations in the amount of allow- 
ances. By 1975-6, as discussed above, three factors caused a 
reduction in cost per case: first, thes initial. workloadirorL 
establishing a new payments system was completed; second, fewer 
provinces had requested variations in the amount of allowances 
than had perhaps been anticipated; third, austerity measures 
were now being, strictly, enforced...) Tf .this interpretation) uc 
correct the higher costs associated with the new program would 
be concentrated almost entirely in 1974-5, after which cost per 
case would drop to about its former level. 

in, fact,~the best—-fitting <lbine, form 1971-2 through, 1976-7 
but leaving out 1974-5, has the following characteristics: 


Coefficient 


of variation 


Mean (S$) (3) T-value Slope 
Cost per child 1.46 4.0 2.9134 0.055 
Cost per family 305 Dee 1.7918 Not significant 


Thus, costs per case before and after 1974-5 are very close. 
We might speculate that if a longer series were available it 
would show a slight increase in the mean cost per case after 
1974-5, because of the change in program design. Other than 
the possibly long-term higher costs per case after 1974-5, the 
Series on cost per child appears to have an increasing slope 


for two reasons: 
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- The number of children receiving benefits declined steadily 
from 1971-2 through 1973-4. This resulted in a small increase 
in costs per child in each of these years. If the series were 
extended backwards the trend would likely show no increase. 


- Cost per child in 1975-6 remained slightly higher, since the 
administrative expenses of 1974-5 had not yet been completely 
reduced. 

AS can also be seen on Table 13, the number of employees 
utilized in the delivery of family allowance provides some 
additional evidence for our estimates of administrative costs. 
Changes in the number of employees per 10,000 children run 
Parallel to changes in the cost per child; changes in the 
number of employees per 10,000 families run parallel to changes 
in the cost per family. Since the series on number of employ- 
ees was, aS described above, provided directly by Health and 
Welfare Canada and does not have to be indexed to provide a 
constant measure when compared to caseload, this further 


Supports the estimate of administrative costs per case. 
Conclusions 


While administrative costs as a percentage of total costs 
paid have decreased over the past six years, this decline is 
due primarily to the large increase in benefits introduced in 
January 1974. Percentages may now remain stable at approxi- 
ately the 0.55 per cent level experienced in 1976-7. Costs per 
case increased slightly, apparently because of the new Family 
Allowance Act; they may now have stabilized at approximately 
$3.00 a family. In general, other than one large increase in 
costs per case in the first full year of the new Family 
Allowance Act, too few years of data are available to judge 
with any certainty whether costs per case were on average 


consistently lower before the new Act than after. 
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Chapter 3 
Summary and Conclusions 


SUMMARY OF RESULTS 


The six programs reviewed provide a good sample of the 
various ways in which eligibility for income security benefits 
may be established. Provincial and municipal allowances are 
both traditional 'welfare' programs where the amount of payment 
rsecalcubatedaccordingwto, fa needs ites ty Both workmen's 
compensation and unemployment insurance payments, in contrast, 
anewestanlishedymainiy -according  tompast searndnds MOL, seme 
applicant. Old age programs have been analysed as an aggregate 
of three programs: old age security, the guaranteed income 
Supplement, and spouse's allowance. The first of these is a 
demogrant, providing a fixed payment to anyone sixty-five or 
Older regardless of income or need; the latter two provide 
payments on the basis of a very simple incomes test. Finally, 
the family allowance is also a demogrant program through which 
benefits are provided to every family with children under 
eighteen years of age. 

In the periods for which data are available for municipal 
allowances, the old age programs, and workmen's compensation 
there were no substantial changes in their design except the 
introduction of spouse's allowance as an old age program. 
While all three programs underwent considerable expansion, par- 
ticularly in average benefits paid and in clientele, the rules 
of operation were not significantly revised, with the one ex- 
ception noted above. In contrast, there were very substantial 
changes in the three remaining programs in the periods under 
review. Unemployment insurance was considerably liberalized 
and expanded during the 1971-2 fiscal year, providing, for 


example, much larger average benefits, new forms of benefits, 


Jeu 


and longer durations of eligibility. Provincial allowances 
were almost completely revised in 1967-8, providing a con- 
solidation of existing programs, general simplification of 
eligibility, expansion of potential beneficiaries, and a large 
increasé in average payments. Family allowances underwent a 
Similar expansionary reform in 1973-4. These changes were evi- 


dent in the administrative cost experience of the programs. 


Data considerations 


Because of a lack of information on administrative costs, 
we have complete series of both administration as a percentage 
of total costs and administrative costs per case for only one 
Program: workmen's compensation. For provincial allowances 
both series were restricted to the fiscal years 1960-1 through 
1972-3. Reliable unemployment insurance data extended from 
P9oo-6 through 1975-6 for both series = =the told age programs 
and family allowance series were the shortest available, both 
running from 1971-2 through 1976-7. For municipal allowances 
we had no useful caseload data, Only the series on administra- 
tion as a percentage of total costs for the fiscal years 1964-5 
through 1975-6. 

A number of problems in estimating data should be noted. 
Most important are those associated with the cost of adminis- 
bia ta Onin In no program have we attempted to include an 
estimate of centralized government services which contribute to 
the program but are not included within government estimates of 
Program cost. For example, in every program certain management 
functions are performed by deputy ministers' offices, central 
accounting; and so” on. For programs such as unemployment 
insurance and workmen's compensation with larger administrative 
costs or a tendency to operate autonomously, these amounts are 
negligible compared to total costs. But they are probably 
somewhat larger for provincial and municipal allowances. 

While the amount of 'management'! performed on behalf of 
the old age programs and family allowance is probably very 


Small, there is another problem associated with estimating the 


Te 


administrative costs of these programs: a good deal of their 
actual operations are through other departments, in particular 
the Department of Supply and Services. This includes the cost 
of mailing cheques, which, given the very small administrative 
costs, is a relatively large proportion of total expenses. 

Finally, almost all programs are co-ordinated with para- 
llel programs for the delivery of social services which do not 
directly relate to the cost of administering the program. In 
most cases we have been fairly successful in isolating such 
costs, but it is quite possible that some social service ex- 
penses remain within our estimates. This may be particularly 
problematic in the most recent years of municipal allowances, 
where it is not possible to tell whether municipalities have 
included social service costs in administrative accounts for 
cost-sharing purposes. Provincial allowances, unemployment 
insurance, and workmen's compensation may also include some 
social service expenses; however, unlike municipal allowances, 
the amounts involved are certainly quite small. Neither the 
Old age programs nor family allowances should include any 
social service costs. 

There are also a number of problems associated with ad- 
ministrative cost peculiar to each program; these have been 
mentioned above. Despite the cumulative effect of these pos- 
Sible errors of estimate, the data on administrative cost 
appear quite reliable for our purposes. The amount of error is 
probably consistent over time, so that it will not affect the 
analysis of change in administrative cost. In fact, perhaps 
the best evidence on behalf of the estimates of administrative 
cost is the consistency with which they fit both caseload and 
transfer data. In general, transfer data appear extremely 
reliable, as do caseload data, to the extent that they ane 


available. 
Administration as a percentage of total costs 


Table 14 is a summary of the mean, coefficient of varia- 


tion, and slope for each program series or segment of a series. 
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The mean is the average percentage of administration costs over 
total costs for the time period stated. The coefficient of 
variation, measuring the amount of deviation compared to the 
mean, is calculated by dividing the standard error of the best- 
fitting line by the mean. The T-value is used to judge whether 
thessciope off the best -fitting: Line is Stati Sti calves? oni 
ficant. The slope is the absolute amount of change in the 
Destaiitting wine. £rom year to year for the period under 
consideration. Finally, under the heading 'direction' I have 
Simply recorded whether the trend is towards increasing, 
decreasing, or no change in percentage costs depending upon 
whether the slope is positive, negative, or not Statistically 
Significant. As stated in chapter 1, where the coefficient of 
variation is greater than 10 per cent I have generally not 
regarded the line as a good representation of the actual 
Series. Thus where the variation is greater than 10 per cent I 
have not recorded the T-value or the slope. I have used 95 per 
cent as the minimum statistical significance for the slope. In 
general, I have given the mean and variation for the whole 
period for each program followed by the results for the segmen- 
ted parts of that period. Where there are three or less years 
of observation in a segment I have not stated a coefficient of 
variation, because it would not be very meaningful. 

Two immediately evident facts emerge from these results: 
first, with the exception of municipal allowances, after 1972-3 
costs in the most recent period are all less than 10 per cent; 
second, none of the trend lines has an increasing slope. While 
the first observation reflects upon the possibility of cost 
Savings in the over-all bill through reduction of adminis- 
trative expenses, the latter does not necessarily indicate that 
the cost of administration has remained proportional to the 
Size of the programs. This question, which must be discussed 
in the context of administrative costs per case, is addressed 
below. 

A third observation, perhaps somewhat less evident, is 
that most of the shifts in program trends have been towards a 


Substantial decrease in percentage costs. These shifts are 
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usually quite readily associated with the history of sone 
Program. For example, in 1967-8 provincial allowances were 
revised by the Family Benefits Act. The large increases in 
average benefit payments in that Act resulted in a decrease in 
Phe mean from 6. 7/etor 4.2 peracent. Municipal allowances is the 
Only program in which the most recent period has much higher 
percentage costs. While there was no substantial change in 
municipal allowances themselves, unemployment insurance was 
greatly expanded in 1972-3. This resulted in a large decrease 
in transfers paid through municipalities and, without a concur- 
Pent decrease, in administrative costs, 7a large increase in 
percentage costs. Municipal allowances, the only program which 
underwent substantial decrease in transfers Paid, 1S: therefore 
the only significant exception to the rule that a shift in 
trend lines results in lower percentage costs. Although unem- 
ployment insurance may be seen as a single trend from 1965-6 
through 1975-6, it may also be interpreted as a decreasing 
trend until 1972-3 followed by a slightly erratic levelling out 
of costs at around 6.7 per cent. The decrease in the period 
before 1972-3 may be attributed to very large increases in 
transfers in those years. While total transfers increased 
Substantially in 1972-3 and again in 1975-6, Owing in the first 
instance to program change and in the latter most probably to 
high unemployment, administrative cost increases remained on 
average just a little less than increased transfers in this 
Derlod. » The trend. for, 1972-3 through 1975-6 has a high amount 
of variation, primarily because of the extremely large increase 
in transfers in 1975-6. 

Like unemployment insurance, the family allowance program 
experienced large increases in transfers paid in the period 
under review. In 1971-2 and 1972-3 average benefits remained 
at a little more than $7.00 per child. They were increased on 
an interim basis in 1973-4 and then almost doubled once again 
in January 1974. The interim increase was accomplished with 
little increase in administrative cost, but the 1974-5 program 
change was accompanied by a large increase in administrative 


cost. After 1974-5 administrative cost was reduced, but 
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transfers increased only slightly. If data were available 
prior to 1971-2 and after 1976-7, the family allowance program 
would probably show stable or increasing costs at around 1 per 
Centeountil 1972-3, a large decrease in the next two tiscal 
years, and them Stable costs around 0.55 per cent for 1975-6 
and beyond. However, because no data are available beyond the 
Six years presented, the peculiar configurations of transfer 
and administrative cost change in these years of transition do 
not allow any over-all trend to emerge. in contrast, ciGsoLad 
age programs underwent very little change in the six years 
‘under observation, and the result is a very stable trend with 
no slope at 0.43 per cent. 

Workmen's compensation is the only program in which a 
shift in trend is difficult to associate with particular events 
at the time, probably because of the much longer time series 
involved and the absence of any substantial changes. In the 
first six years of the series percentage costs fell gradually 
because of a steady increase in caseload which was absorbed at 
lower marginal costs. By 1966 marginal administrative costs 
began to equal average costs, and the trend remained largely 
staple at. ji.4 per scent for ‘the next nine years. There were 
apparently some difficulties meeting the expectations of the 
mid-1970s within the cost parameters of the 1960s, perhaps 
compounded by a very large increase in caseload in 1973 with 
very little change in the administrative budget. The political 
result was a legislative task force in 1974. Apparently as a 
PeEsuht Of the task forces report, ‘the admanistrativon of 
workmen's compensation was expanded. Consequently, in the last 
two years for which data are available administration costs 


have increased to 8.2 per cent. 
Administrative cost per case 

Table 15 presents an analysis of trends in the adminis- 
trative costs per case of the income security programs under 


review in constant 1976-7 dollars. Unfortunately municipal 


allowances are excluded from this summary since there are no 
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reliable caseload figures for that program in the period under 
discussion. As can be seen in the last column of Table LS) jen 
provincial allowances, workmen's compensation, and unemployment 
insurance the costs per case tended to remain stable or 
decrease in all periods. Family allowance and the old age 
programs on the other hand appear to move towards higher costs 
per case. Another compelling observation is that a shift in 
trend lines has almost always been towards higher mean costs. 
in’ fact, as is discussed below, the apparently increasing 
trends in family allowance and the old age programs result from 
what might more accurately be described as a similar shift in 
trend lines towards higher costs, except that it is somewhat 
more difficult to demonstrate because of the peculiarities: of 
these series. 

Provincial allowances is the series in which a shift 
towards higher costs per case is most readily evident. Among 
other reasons, this is because the major change in program 
design occurred in 1967-8, and the data allow us to analyse a 
number of years after that. Prior, to, 1967-8 cost per “case 
remained at a stable $101 with no trend towards increase or 
decrease. In 1967-8 the Family Benefits Act was introduced, 
and cost per case jumped to $141, where it remained until 
1972-3, after which data are unavailable. These costs per case 
are costs per caseload stock, that is, the cost of the average 
number of cases enrolled at any given time in the fiscal year. 
While it is not entirely clear why costs increased after the 
Family Benefits Act, the increase may be partly attributed to a 
greater flow of cases and increasing case complexity. Etyets 
not known to what extent the increase may also be ascribed to 
additional demands imposed by the new Act or a decrease in 
administrative efficiency. 

Similarly, unemployment insurance displays <a “shift vin 
trends towards higher costs per case after the introduction of 
the new Act in 1971-2. Because of the very high variations in 
unemployment insurance caseload before 1971-2, it is difficult 
to derive a coefficient of variation of less than 10 per cent. 


However, the coefficient of variation for the trend line of 
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1965-6 (through 1970-1 ‘rs*only slightly higher, “at Lineman 
cent, with no Significant slope and a mean cost per ‘case of 
$55. The trend from 1972=3 ‘through 1975-6 also ‘has no “slope; 
except thatrcosts were S827 Uniike provincial allowances, 
these costs per case are costs per caseload flow, that is, the 
total number of initial and renewal claims submitted in each 
fiscal year. There is some evidence that the higher costs per 
case following the new Unemployment Insurance Act may be due to 
much higher levels of caseload stock. But Since there are no 
reliable historical estimates of caseload stock for unemploy- 
ment insurance this hypothesis cannot be more thoroughly 
tested. 

The time series for workmen's compensation is longer than 
that for any other program in this paper, and there have been 
relatively fewer substantial changes in workmen's compensation 
than in any other program. Perhaps as a result there is some 
evidence of economies of scale in this program, whereas similar 
trends do not appear elsewhere. Thus from 1960 through 1965 
costs per case decreased very steadily by a little more than $5 
per "case “per year, ‘with 'a mean "cost in that “perteod of so57 
apparently because of a steady increase in caseload which was 
absorbed at lower marginal costs. After 1966, caseload re- 
mained stable, and the result was a steady cost per case of 
about $47. However, in 1973 caseload increased drastically 
with little administrative response. Apparently because of 
administrative difficulties which arose at that time a legis- 
lative task force was established, and the administration of 
workmen's compensation was greatly expanded. Caseload, though, 
did not continue to increase, and, coupled with the post-task 
force expansion, this led to higher costs per case in 1975 and 
1976 of $74. Like unemployment insurance, caseload for this 
program is caseload flow measured according to the total number 
of claims submitted in each calendar year. There are no esti- 
mates, reliable or unrealiable, of caseload stock for workmen's 
compensation, so it is not possible to judge whether any part 
of the post-1974 increase might be due to change in this 


variable. 
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For these three programs there has been a visible pattern 
in each series: .in the absence of program.change ‘or, in the 
case of workmen's compensation, program intervention, costs per 
case either remain stable or decline; where a program is sub- 
Stantially revised costs per case increase. Both the old age 
programs and family allowance would appear to be exceptions to 
this rule ‘since they display increasing costs. As we shall 
See, the appearance of increasing trends may be explained by 
upward shifts following program changes, so that these programs 
may not be exceptions after all. 

Taking the whole period of 1971-2 through 1976-7 for which 
data are available on the old age programs, mean costs per case 
are $9.20, and costs increase at 17¢ a year. The only program 
change in this period was the introduction of spouse's allow- 
anceanim October w1975. “Although very “small relative. to. the 
other components of the old age programs, this program is much 
more demanding administratively. If we take the series from 
1971-2 through 1975-6, assuming the costs for spouse's allow- 
ance would not become fully apparent until 1976-7, we find a 
trend with no slope and a lower mean cost per case of $9.06. 
When the full costs of spouse's allowance appear in 1976-7, the 
COSt per case jumps to $9,845 Of course the series cannot be 
extended. further into the future, but if it were the result 
would probably be continuing costs per case of about $9.80. In 
other words there was a stable trend in costs per case before 
19767, ea shit “upwards ‘in f976—7,,, and.costs wil? likely be 
stable at the higher level after 1976-7. 

The family allowance program was revised in 1973-4, with 
the full costs appearing in 1974-5. The new Act, which came 
into force in January 1974, provided for a very large increase 
in average benefits and allowed provincial variation of bene- 
fits, though few provinces took advantage of this offer. Given 
that the net effect of the new Act therefore amounted only to 
an increase in average benefits, we would expect very little 
elange Wnecosts: perecase due to it. In the series ast a-whote 
Crome lo7i—25chroughe1976—-7,. the mean cost per ‘case is si.52, 


bute thenes 1s. too much variation in the series to derive a 
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meaningful trend line. However, if we take the same series and 
exclude 1974-5, the result is a trend with a mean cost of $1.46 
and an increasing slope of about 6¢ per case a year. This 


Slope appears to be due to two factors: 


- a small, coincidental decrease in the caseload in the first 
three years of the period resulted in a small steady increase 
in cost per case in these three years; 


- the higher costs of 1974-5 had not been entirely eliminated 
by 1975-6. 

If this interpretation is correct and we could extend the 
series backwards in time, we would expect a stable trend with 
no slope up to 1974-5. If we could extend the series into the 
future we would expect a continuation of the pre-1974 trend, or 
a very slight shift towards a higher trend as a result of the 


program change. 


Conclusion 


In general, administrative costs both per case andsasva 
percentage of total costs have either remained constant or de- 
creased in the absence of program change. The effect of a 
program change was to increase costs per case but to decrease 
COSts as, a percentage of total costs. The VTatter resultywas 
largely due to substantial increases in average benefits as 
part of the revision of the program. The former effect was 
often accompanied by increases in caseload stock or flow, 
whichever is the alternate caseload variable for the particular 
program, although it is not known whether this increase was 
caused by or merely coincidental with the program change. 

the major iexception. to, this result. .is) municipadsaliow= 
ances, in which the ratio of administrative cost to total costs 
increased after 1972-3. Unlike any other program in the time 
periods reviewed here, municipal allowances decreased in size 
after 1972-3 because of the expansion of unemployment in- 
Surance. Thus the effect of a decrease in program size appears 
to be an increase in percentage costs, precisely the opposite 


effect of a program expansion. 
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COST-SAVING POTENTIAL 


Perhaps the most surprising result of our Study is the 
very low percentage cost of administration. For the largely 
demogrant programs we have found that Administration is much 
less than 1 per cent of total costs, and even for the fairly 
complex 'insurance' programs administrative costs have been 
about'8 per: cent of total costs. Needs-tested Provincial 
allowances are now less than 5 per cent. Only municipal allow- 
ances show a relatively large cost: over 13 Per cent Vinw ee 
most recent years. It should be noted that even if administra- 
tion costs were underestimated by as much as 20 per cent, these 
results would not change by more than 1 or 2 percentage points. 
Thus there appears to be little Scope; foraireducing tthe total 
budgets of income security Programs through reducing 
administrative expenses. 

Unlike many other public programs, expenditures by govern- 
ment on transfer payments do not represent an appropriation by 
government of a portion of goods and services produced. In 
making a transfer Payment, government operates as an inter- 
mediary transferring money between persons. As such, transfers 
paid by governments do not represent a cost in the same way as 
does, for example, national defence or the health system. 
However, the administrative expense incurred in making those 
transfers does represent a real cost. Since additional goods 
Or services are not produced through transfer payments, the 
administrative costs of income security programs may then be 
considered a particularly wasteful use of resources. It may 
therefore be quite misleading to compare the cost of adminis- 
tration to the total cost including transfers paid; Savings in 
the former result in real reductions of unproductive expendi- 
tures, while savings in transfers, without taking into account 
the role of incentives, do not free any new resources to be 
used in other ways. 

If so, we should be much more interested in the absolute 
costs of administration rather than in percentage costs when 


compared to total costs. These absolute costs are obviously 
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large. In 1972-3 total administrative costs (for thewtiree 
provincial programs reviewed here were more than $45 million in 
1976-7 dollars. “fotal ‘administrative costs for che ™rederar 
programs in 1972-3 were about $220 million in 1976-7 dollars. 
Unfortunately these expenses seem for the most part to be a 
necessary feature of income security programs as currently 
designed and on the scale in which they’ currently “operate. 
Althotgh with ‘the’ difficulty of isolating” "etriciency Bou 
evidence is hot conclusive on this ‘point, the possibrlity of 
explaining almost all variation’ in “costs per case” by “che case 
load variables indicates there is relatively little "flab" in 
the administrative budgets of income security programs. There- 
fore, in the existing range ‘of programs there is DPretYe™ scope 
for reducing even absolute administrative costs. 

In general, both transfer payments and their associated 
administrative expense have been popularly treated as just one 
more expense of government. Viewing expenditures in this 
manner, the total dollars paid for income security programs by 
government (or, as in the case of workmen's compensation, the 
total payment regulated through government) can never be signi- 
ficantly reduced merely through saving administrative expenses. 
They are simply too small a portion of total costs and in any 
event do not appear to have much flexibility. However, if we 
consider the possibility of program change, some administrative 
cost saving may be possible. If we distinguish between types 
of dollars paid by government, recognizing transfers as in some 
sense 'non-expenditures' and administrative costs as waste, 
then the tradeoff between transfers and their associated admin- 
istrative costs is quite different. We might then be willing 
to consider new programs which imply large increases in trans- 
fers paid in return for small decreases in administrative 
expense. In this regard the small costs per case of the old 
age and family allowance programs appear much more encouraging. 
While it is very unlikely that a guaranteed income plan or 
similar reform of income security programs ‘could ‘generate 
enough administrative savings to offset increases in transfers 


paid, it might result in lower administrative costs in absolute 
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dollars. That would be a real saving in otherwise wasted 
resources. 

Aside from this somewhat theoretical possibility, a more 
pedestrian result may be worth further investigation. While 
Our conclusions have not been definitive on this point, there 
appear to be significant economies of scale in the adminis- 
tration of income security programs. These were evident in the 
case of workmen's compensation and appeared important in some 
of the year-to-year variation of costs per case in other pro- 
grams. Without further investigation it is not possible to 
judge the extent to which economies of scale are present in all 
programs, but it appears logical to assume that they exist.) If 
they do there might be some possibility of cost saving through 
centralizing currently decentralized programs, specifically 
municipal allowances. Of course this involves a redistribution 
of responsibilities between levels of government, and there may 
be factors other than administrative cost Saving to take into 
account. Similarly, there may be cost-saving potential in the 
interprovincial consolidation of some provincial programs, 
particularly between the smaller provinces. These possibi- 
lities warrant further research. 

While analysing the programs we were constantly tempted to 
compare them. That temptation was resisted because, as men- 
tioned in the introduction, the measurements used are not 
generally comparable. For wexamplepy thevcos &siuperecace (of 
provincial allowances are of caseload stock, while those of 
workmen's compensation are of caseload flow. That the former 
is double the latter means little. To choose an analogy from 
health care, this would be like attempting to compare cost per 
patient to the cost per patient-day. Moreover, PEOV Inciad 
allowances and workmen's compensation are designed for differ- 
ent objectives, and without some way to equalize for these 
design differences no comparison would be valid even if the 
caseload measurements were the same. This would be like com- 
paring costs per patient-day in a general treatment hospital to 
those in a hospital which treats only cancer victims. Finally, 


the administrative costs of workmen's compensation include 
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certain tasks whose costs are not included within provincial 
allowances. Most important, workmen's compensation collects 
its own funding through a complex rating system, no doubt a 
costly process, while provincial allowances draws from general 
revenue at virtually no cost. 

If we attempt to compare programs uSing percentage costs 
rather than costs per case, such problems are compounded. 
Percentage costs are highly dependent upon the amount of 
average benefits paid, and from the viewpoint of administrative 
cost average benefits are not very relevant. Nevertheless, it 
may still be possible to make some comparisons, even if only 
very tentatively. 

The family allowance program is the only pure demogrant 
analysed. Its. administrative, cost’ per child@) is about s20o0, 
Since its regulations are as simplified as possible, there is a 
relatively small flow of cases, and the program is large enough 
to have exhausted any economies of scale, this might be seen as 
am*fhoor! price, fon rcaseloadm stock sofsany lincome (secur roy 
program. If we add an estimated 50¢ a child for services 
provided by other departments, the floor price is about $2.00 
per caseload stock. The current total national cost of admin- 
istration of all income security programs is roughly $500 
million. Replacing all existing programs with a single demo- 
grant providing fixed monthly payments to every man, woman, and 
child would cost about $50 million for administration, a reduc- 
EVon of: S4500million*. | Thisems. about lV pericent loferoca” 
government spending on goods and services. This is not _ to 
recommend such a program, because we have not taken account of 
the many other possible consequences, but it does allow at 
least some judgment about the total administrative costs 
implied in operating a variety of selective income security 
programs. 

If the administrative cost per case of old age security is 
Similar to that of family allowance, the cost per case of the 
Guaranteed Income Supplement is about $15.00 a year including 
costs of services supplied by other departments. AsSSuming 


everything else equal, if a very simple income-tested program 
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Such as GIS were extended nationally to everyone the total 
administrative cost might’ be in the renge Of >300°mMill ions; 14 
reduction, therefore, of $200 million. Of course, the greater 
degree of fluctuation in income and family structure of the 
general population, compared with that among the elderly, would 
imply higher costs. In other words operating our current 
System of specialized needs-tested and insurance-type programs 
is costing no more than $200 million nationally over the cost 
of a unified simplified income-tested system. 

These numbers are obviously only very rough estimates and 
must be treated as such. They do, though, provide some para- 
meters within which we may judge the total administrative costs 
Of various sdegqrees of selectivity wirehin? income SeCUmiETy 


programs. 


BUDGETING, PLANNING, AND PUBLIC INFORMATION 


Historically, data on income Security programs have been 
compiled for accounting purposes. iInvsome “programs, ‘swechwas 
workmen's compensation, this information has been provided con- 
Sistently and to very high standards. In other programs, such 
as provincial allowances, data have been much less readily 
available. Information of an accounting nature should cer- 
tainly be expanded and improved generally. Data on, costs will 
not, however, be of much value unless expenditures can be 
related to measures of Program output, the most elementary 
measures of which are the caseload variables. At the very 
least, meaningful data on the caseload stock and flow of every 
income security program should be available, These figures 
must be based on some averaging over a fiscal yeariand! not, as 
has been done in the past, Simply a record of the number of 
cases at the end of each fiscal year. Caseload Figures ought 
to be available in sufficient detail to provide some assessment 
of the changing nature of caseload. Finally, costs and program 
Output should not be left in two separate, unrelated formats. 
Costs cannot be meaningfully assessed unless they are compared 


LO -program output. 
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In the last few years information collection in income 
security programs has been noticeably improving along the lines 
Suggested above. This is largely due to the introduction of 
more modern budgeting and planning techniques such as PPBS and 
Management by Objectives, both of which demand data on program 
outputs. This trend. is. particularly noted in  Uie bec e ose 
government, the provincial government apparently being slower 
in adopting these approaches. The provincial government cannot 
take full advantage of improved administrative techniques with- 
out the expanded information management systems upon which 
such techniques are based. 

There is some sense of urgency in these reforms since 
important consequences of program change often cannot be dis- 
cerned without lengthy historical data. We have seen this in 
the effects upon municipal allowances of the expansion of 
unemployment insurance. If detailed data on municipal allow- 
ances had been available, it might now be possible to predict 
with some accuracy the effects of the most recent revisions of 
unemployment insurance. In a larger context, aside from the 
interrelationship of programs, it will remain very difficult to 
predict the consequences of any program revision until more 
detailed program information is available. Since the public 
budget is. largely a problem of balancing the priority sor 
various policies against their costs, accurate cost predictions 
are of prime importance in rationalizing the budget process. 

One of the major problems encountered in the attempt to 
introduce techniques such as PPBS and Management by Objectives 
iy the area Of Income security, “and ine public stograms 
generally, has been the difficulty in specifying the objectives 
of each program. The objectives of administration of programs, 
however, may perhaps be stated much more readily. For the most 
part, the administrative objectives should be to deliver a 
program to certain standards at least cost. If administrative 
costs are recorded separately from program costs, which should 
not. be too difficult a task for income :security, and) Tf tre 
size of administration is related to program size, then more 


sophisticated management techniques could be applied to income 
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Security programs. in turn, the “availability of reliable 
administrative measurements may allow more flexible budgeting. 
A quicker response to unanticipated changes in workload may 
allow greater savings when workload decreases and prevent ad- 
ministrative problems when it increases. 

Some of the information systems described above may al- 
ready exist but not be publicly available. If the public is to 
judge the efficacy of the programs for which it pays, the first 
Step is to ensure that the necessary information is not kept 
secret. Annual reports are the traditional means through which 
government programs provide information both to legislative 
assemblies and to the public in general. In? cOnpilinge ths 
paper I reviewed dozens of annual reports. A regrettable trend 
developed in the early 1970s towards glossy reports ful lecr 
pictures but increasingly empty of “content. Lt would: noe 
appear unreasonable to demand some minimum standards of annual 
reports. Tresemmrgnt UnGcdiude an account on a1 1 program 
changes, both legislative and administrative, and comprehensive 
Statistical sections relating program output to administrative 
and other costs. The traditional device of annual reports 
might then serve an improved role in increasing the pubiic 


accountability of government. 
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Appendix 


PRIMARY DATA 


Topic 


Provincial allowances (Ontario) 


Administration costs 
Transfers paid 

Caseload data 

Labour and non-labour costs 


Workmen's compensation (Ontario) 


Administration costs 

Number of employees 
Transfers paid 

Caseload data A 

Caseload data B 

Labour and non-labour costs 


Municipal allowances (Ontario) 


Administration costs 
Transfers paid 
Caseload data 


Unemployment insurance (Canada) 
Administration costs 
Number of UIC employees 
Transfers paid 
Caseload data 
Labour and non-labour costs 


Old age programs (Canada) 


Administration costs 
Number of employees 
Transfers paid 
Caseload data 


Family allowance (Canada) 


Administration costs 
Number of employees 
Transfers paid 
Caseload data 


NOTE: All dollars are current dollars. 


on 


Table 


A24 
A25 


TABLE Al: 


Fiscal year 


196 0—1 


Do Gt 2 


ROG 235 


1963-4 


1964-5 


1965-6 


L966 =7/ 


P6725 


EI65—9 


20 9= 10 


LOO 


Oe 


LO 2-3 


SOURCE: 


Provincial allowances, 


($) 


Family Benefits/ 


Welfare allowance 


Se owes o i) 
674,218 
676,099 
820,032 
904,137 
OS 03s 
ABD heura owl G6 
1,688,665 
1,120,002 
ty O27 0G 
272397999 
2,301,344 


2,021,025 


Field services 


ro 0706 
1,281,108 
3309730 
1,408,269 
1,447,042 
1,609,034 
2.0177 130 
2,681,068 
2,865,388 
3,095,289 
376567189 
a7 24S 


4,500,712 


administration costs, Ontario 


Total 


LT 6I7 297 
D955 73 26 
2,014,829 
oy oO 
Uae to eek Fie, 
2,584,067 
3,216,340 
4,369,733 
4,585,390 
4,912,295 
eRe WA leh 
Gy 250397 


Lele tipi od 


Annual Reports, Ministry of Community and Social Ser- 


vices, 


Stabitse leal 

Analysis and 
Community and Social Services, 
Government of Ontario 


Ontario 


ioMoul aie! VNSICKoND ate 


Supplement 
Financial 


OZ 


to 
Planning Branch, 
Ontario 


the Annual Report, Policy 
MiRLS Cr yard 
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TABLE A3: Provincial allowances, caseload data, Ontario 


Average monthly number Number of applications 
Fiscal year of recipients processed 
1960-1 46,940 6, 907 
1961-2 48,413 16,475 
1962-3 50,041* £37927 
1963-4 557 tl22 27,066 
1964-5 63,753 24,898 
1965-6 66,475 23,129 
1966-7 63,035 ZiGeZ 
1967-8 617793 28,744t 
1968-9 O3;7453 26.071 
1969-70 63 £905 24,058 
1970-1 66,918 27,493 
1971=2 TOG 27% 26,065 
TOT 2Z=3 81,966 34,244 


* Includes 12 month average of 693 dependent father's; allow- 
ance expenditures are included under General Welfare 
Assistance (same as all subsequent figures). 


+ Includes 12 month average of 3,134 widows and unmarried 
women, new program begun in June 1963. 


+t Figures previous to 1967-68 include applications carried over 
from previous year, 1967-68 and subsequent figures include 
only applications received in that fiscal year. The amounts 
involved are quite small. 


SOURCE: Statistical Supplement to the Annual Report, Ministry 
of Community and Social Services 
Annual Reports, Ministry of Community and Social Ser- 
vices 
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TABLE A4: 


Fiscal 


———————— eee 


Provincial allowances, labour and non-labour costs, 


Ontario 


Labour* 


COS tm S) 


Percentage of 
total 


Non-labour+t 


COSI ES) 


Percentage of 
Total 


1960-1 1,480,614 83.68 288,683 16232 
2962 1,664,786 85.14 290,540 14.86 
1962—3 p28 61d 85.80 286 7,152 14.20 
1963-4 1,866,100 Sano 3 O27 210 LG 42> 
1964-5 1990, 983 84.68 360,196 Ute 
16> 0 2751, O34 Corrs 1 426,233 16.49 
19.6 67 2,704,395 84.08 511,945 epee 
1967-38 3,569,474 81.69 800,259 ts es 7 
1965=9 393,095 8539 671,695 14.65 
1969 =7.0 4,291,347 87.36 620,948 12.64 
17:0 =a: 5,141,707 87.19 755,481 12.81 
NO eo e4 57 225,218 83.60 1,025,179 16.40 
1972-3 6,094,757 OS Od 1,032,980 14.49 


eee 


* Salaries (family benefits branch and field services branch). 
+ Total administration costs minus labour costs. 


SOURCE: Public accounts, Government of Ontario 
Annual report, Ministry of Community and Social Ser- 
vices, Ontario 
Statistical Supplement to the Annual Report, Ministry 
of Community and Social Services, Ontario 
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TABLE A6é: Workmen's compensation, number of employees, Ontario 


Se 


Number at head office 


Calendar year and diStrict offices 


1960 905 
L9Gk 895 
T9962 8377 
65 Syeda) 
1964 SS 
1965 1,006 
1966 1,054 
1967 17079 
1968 OM 
LES Kee) 1,045 
a9 7:0, DUS? 
7 2 1033 
MOT 17037 
OFS PLos 
1974 1,306 
Osho Od 
1976 13 50S 


NOTE: Excludes staff at Rehabilitation Centre, safety associa- 
tions, and chest examining units 


SOURCE: Workmen's compensation Board, Annual Reports 
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TABLE A7: 


Schedule 1 


benefits 


Workmen's compensation, 


Schedule 2 


benefits 


transfers paid, Ontario (s) 


Total benefits 


1960 47,863,237 5704 eS 537 301,415 
1961 49,966,507 572 16,035 5D oop ae 
E62 50,741,898 6,136,540 56,886,438 
1963 54,149,719 67 110;,995 60,260,714 
1964 62,739,512 Ty LIAS 30 697,873,902 
1965 74,338,708 Neds Zgelee 82, 1307335 
1966 86,485,924 9,632,038 967, LEP Z962 
£967 87,939,124 9,201,437 97,140,561 
1968 93,620,666 10,228,056 103,848,722 
1969 104,685,074 12,258,646 116,943,720 
19:70 L930, 063 13,582,567 Pops posU 
bors 122,485,027 14,690,850 137, Bia 7oLsy 
O72 144,493,000 771237000 161,616,000 
BOTS 16875383 ,191 193 L051 50 187i (5973 41 
1974 200,060,000 22,470,000 222,530,000 
dN is 255,920,000 _ 28,766,000 284,686,000 
1976 325,278,000 34,593,000 359,871,000 


NOTE: Total benefits are the sum of Schedule 1 and Schedule 2 
benefits exclusive of the legislative increases awarded 
as the Workmen's Compensation Act is amended. These are 
recorded as presented in the "Summary of Operations". 


SOURCE: Workmen's Compensation Board, Annual Reports 
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TABLE A8: Workmen's compensation, caseload data A (claims 
settled in calendar year), Ontario 


a ee 


Calendar Schedule 1 claims Schedule 1, 2, and other 
year settled claims (total) settled 


ae et 


1960 216,685 240,469 
1961 ZL37 592 239,890 
a6 2 223,812 250.192 
G3 236,228 (est) 262,787 (est) 
1964 ZO 2,302 PN INS 
1965 2987135 331,405 
1966 320,180 354,296 
1967 Sid yore 35222 
1968 306,024 350,594 
1969 SHY / Persie 354,249 
O70 311,474 348,324 
1971 294,916 333,864 
wo 2 305,349 347,816 
L973 334,625 B 1 Oust efar, 
1974+ D679 59 est) 403,343 (est) 
SM ses 317,479 (est) S097 L389 Test) 
976+ 346,655 (est) 392,588 (est) 


ee 


* After 30 Sept. 1963 claims were not recorded as settled until 
they had remained inactive for three months. Thus the number 
of claims recorded as settled in earlier years will be some- 
what inflated. Since the switchover occurred in 1963, there 
are three months of settlements missing in actual data: Oa ee 
171 in Schedule 1 and 197,090 total. The estimate was 
arrived at simply by multiplying by 12/9. This is not an 
estimate of actual settlements, since these additional claims 
did not exist, but only an inflation of the actual amount to 
preserve the continuity of the series, 

+ It was found that for the ten years 1963-73 claims submitted 
were an almost constant percentage of claims settled. A 
trends analyeis. of these percentages was done for the ten 
years and projected for 1974-6 to obtain estimates of total 
claims settled. Schedule 1 claims settled were also found to 
be a fairly constant percentage of total claims settled. The 
trend of these percentages was used to extend the Schedule 1 
claims settled series for 1974-6. 


SOURCE: Workmen's Compensation Board, Division of Administra- 
tive Resources, unpublished data 
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TABLE A9: Workmen's compensation, caseload data B (claims sub- 
mitted in calendar year), Ontario 

Calendar Schedule 1 claims Schedule 1, 2, and other 

year Submitted (total) submitted 


(estimated) 


203 foo Pip Magy yhs Ney 
2257320 2535.69 
240,965 269 pO 36 
2917-078 286,627 
284,900 SOS OL 
323,418 3595.50.58 
B31 GO9S 373,554 
BS TOOLS 374,670 
331,066 379,229 
347,143 387,004 
O33, Ou i ie gral Bee 
Sos pose 366,830 
DOU ST SUG,907 
372,410 418,438 
B92 7 2602 443,234 
349,647 395 528 
383,045 433,799 


—_--—_—_———————— eee 


SOURCE: 


It is assumed that the proportion of Schedule 1 claims 
settled to total claims settled will be close to ‘the 
Proportion of Schedule 1 claims submitted to total 
claims submitted. For the years 1960 through 1973 I 
simply applied the former proportion to total claims 
Submitted to arrive at an estimate of Schedule 1 claims 
Submitted for each year. For the years 1974-6 I used 
projected ratios, as described in the second note to 
Table A8, to arrive at claims submitted. While there 
may be some small distortion due to a time lag, this 
effect should average out over the length of the series. 
Furthermore, given the negligible deviation, there is 
almost no sensitivity to a time lag of three or four 
months. 


Workmen's Compensation Board, Annual Reports 


TABLE Al0O: Workmen's compensation, labour and non-labour COStsS, 


ee 


Fiscal 


year 


Ontario 


Labour 
SOst. ls) 


Percentage of 


total 


Non-labour 
cost *(S) 


Percentage of 


total 


1960 4,643,813 78.87 1,330,674 Psa NR li 
1961 4,832,597 70 43,0 1,334,143 21.64 
1962 4,962,301 IO. 29 1,376,330 ZL 
LES ys 27 1395.945 78.80 138.2), 0970 21520 
1964 5,604,595 19208 1,482,846 AV se) 
LI OS > pLOOy tale, 73693 yee yeu 26% 07 
1966 7,042,192 78.629 AN Bs oS iy 5 OP 5) | PMs 7) 
1967 Ry eolye6S Tel De 2,049,047 22.08 
1968 7,625,752 Ore Jay, 2,385,415 Zino 
1369 8,451,570 76.85 2,546,202 ZoisaL 
1970 J igelioi Gro. Addo 2,620,788 22.25 
oa 9,875,814 Wiles 2,901,478 22 
LEY bs 10,811,880 Ae le gOS) 2,988,376 21.65 
toys 12,033,349 80.94 27:83, 05. 19.06 
1974 16,554,000 F1598 4,674,000 22.02 
LOWS 22,479,000 13% 30 8,103,000 VA Wey t) 
1976 21,052,000 73.66 9,675,000 26.34 


NOTE: Labour cost is 'Salaries and employee benefits of the 
Board and staff' including 'special contributions to the 
staff superannuation fund'. Non-labour cost is total 
administrative costs, excluding 'special services', 
minus labour costs. 


SOURCE: Workmen's Compensation Board, Annual Reports 


TABLE All: 


Municipal allowances, 


($) 


administration costs, Ontario 


—_-_————————————— ee ee 


Gross 
1964 Direct municipal 
Fiscal base year provincial costs net Total 
year costs* costs+t+ base yeart costs 


—_-ee————— eee 


1964-5 J sO 2G ACH Aes 3,498,768 
£96526 See RoW es! Anew pie I 31,642 3,546,892 
1966-7 3,348,459 209 LTS Pi27S12 3,729,946 
196748 3,328,639 2327963 2997500 3,861,162 
OG S-9 3,294,378 375,406 3,113,416 6,783,200 
Lo 69=7 0 3,266,675 315,690 4,085,378 7,667,743 
1970-1 3,188,647 3777969 6,400,912 PR Kio fs PRs: 
OF al cae 371 59,651 490,052 9,313,041 12,962,744 
ES RPS) 3,154,040 576,004 12,641,780 16,371,824 
1973=4 37073=023 5107113 Laps 7S Ot 7 16,961,818 
Oe Wir Fos) 2,808,211 477,035 16,652,858 19,938,104 
JSS 2,263,629 549,018 24,825,190 27,637,837 


eee 


* The month the municipalities convert to full cost-sharing 
System is included in base year costs. 

+ Costs incurred by the Province by administrating the transfer 
of funds to the municipalities. 

t Provincially subsidized municipal administration costs. 


SOURCE: Statistical Supplement to the Annual Report, Ministry 
of Community and Social Services, Ontario 
Expenditures by Municipality (County), Ministry of 
Community and Social Services, Ontario. 
Cost of administration of municipal welfare services, 
General Welfare Assistance Act, 1964 base year costs, 
Ministry of Community and Social Services, Ontario. 
Unpublished data 
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TABLE Al2: Municipal allowances, transfers paid, Ontario (S$) 


eee 


Fiscal Total allowances 
year paid out 
a a eR ee a 

1960-1 

1961-2 

1962-3 

1963-4 

1964-5 3373007438 
1965-6 34,013,490 
1966-7 3770S 272010 
1967-8 44,380,857 
1968-9 C677 7275300 
1969-70 Ji, Bi25 1005 
1970-1 109), Joie 
1971-2 150756807375 
1972-3 LAT FLO, 009 
1973-4 112,680,469 
1974-5 3370267 OG 
1975-6 1607067, 451 


— SS ee ee 


SOURCE: Expenditure by Municipality (County), Ministry of Com- 


munity and Social Services, Ontario~ 


TABLE Al3: Municipal allowances, caseload, Ontario 


SS SS a a ae re oe a ee 


Fiscal Caseload for month of March 
year (end of fiscal period) 
1960-1 327051 

1961-2 35,905 

1962-3 BS Ls 

1963-4 34,818 

1964-5 B57 On: 

1965-6 33,0414 

1966-7 34,020 

1967-8 44,228 

1968-9 42,230 
1969-70 58,513 

1970-1 Pe itehrg Abu 

1971-2 89,140 

1972-3 OS, 5.0 

1973-4 6572035 

1974-5 687251 

1975-6 66,473 


eee 


SOURCE: Annual Report, Ministry of Community and Social  Ser- 
vices, Ontario 
Statistical Supplement to the Annual Report, Ministry 


of Community and Social Services, Ontario 
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TABLE “Ala: Unemployment insurance, administration costs, 
Canada (S$ millions) 
Pee Ae AI ae Met oti Sa FA SIT RO ORR oe PE IAN Se 


Fiscal year Administration costs 
SS ESA eR oT eae CE DOA As RE AIA Ts Sel ava ae bog, § BAO 
1960-1* 580A 
1961-2 Sve 
1962-3 34.6 
1963-4 Spoyeh 
1964-5+ 15.5 
1965-6 45.6 
1966-7 44.9 
1967-8 47.0 
1968-9 48.0 
1969-70 Does 
1970-1 76.4 
1971-2 LOM 
1972-3 130.4 
1973-4 142.8 
1974-5t 7020 
1975-6 ESS | 


——- _—_—_—_—_————————————————————————— eee 


* From the 1960-1 Annual Report, and other figures from Statis- 
tics Canada. 


+ Prior to 1965-6 the administration costs of the Commission 
included those allotted to the National Employment Services, 
which, to 31 March 1965, was administered by the Commission. 
In order to provide fair comparison with the remaining years, 
administrative costs relating to the National Employment 
service have’ been eliminated from the first five years on an 
estimated basis. (Referring to the Commission report in the 
1965-6 Public Accounts, an estimate of 28 per cent of total 
costs was attributed to the National Employment Service. The 
same estimate has been used to revise the four earlier years' 
cost figures.) 


t 1974-5 and 1975-6 figures based upon Public Accounts reports 
of calendar year administrative costs for unemployment in- 
Surance. Estimates derived by taking 0.75 and 0.25 of 1974 
and 1975 respectively and of 1975 and 1976 respectively. 


NOTE: Total administration costs of the Unemployment Insurance 
Commission excluding those attributed to the National 
Employment Service in earlier years, and excluding 
amounts recoverable from the Canada Pension Plan 
account. Services by other departments are included. 


SOURCE: Social Security, National Programs, Statistics Canada 
catalogue 86-201, Annual 
Public Accounts, Canada, Vol.2, Information Canada, 
Annual 
Annual Report, Unemployment Insurance Commission 
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TABLE Al5: Unemployment insurance, number of UIC employees 


(man-years) 1960-77, Canada 


Fiscal year Employment estimates 
1960-1* G7 219 
1961-2 God 
1962-3 6,859 
1963-4+ Gno35 
1964-5 alae 
1965-6 6,988 
1966-7 6,964 
1967-8 6,964 
1968-9 675220 
1969-70 5,685 
1970-1 6,468 
1971-2 6,022 
1972-3 10% 42 
1973-4 125000 
1974-5 1B Pag) 
1975-6 Ga 60 
1976-7 Ly. 959 


* This figure is the number of employees rather than man-years, 
with little difference expected. 


+ Before 1964-5 the employment estimates for the Commission 
included those allotted to the National Employment Service, 
which, to 31 March 1965 was administered by the Commission. 
In order to provide fair comparisons with employment esti- 
mates for the remaining years, authorized man-years relating 
to the National Employment Service have been eliminated from 
the first four years on an estimated basis. (The estimates 
were arrived at by taking the sum of the National Employment 
Service and UIC for each of the two fiscal years 1965-6 and 
1964-5 and dividing this into the National Employment Service 
estimate. The resulting average ratio for the two years 
(0.37) was the instrument for the estimation procedure.) 


NOTE: Authorized man-years allotted to UIC including supple- 
mentary revisions (Man-year eStimates are used because 
of the lack of a comprehensive data series on employment 
including casual labour for the specified time period.) 


SOURCE: Canada, Estimates, Information Canada, Annual 


TABLE Al16: Unemployment insurance, transfers paid, Canada 
($ millions) 
Fiscal Regular Other Total 
year benefits benefits benefits 
1960-1 D0 2 40 a EA ESS, 513.9 
L961—2 443.2 D5 454.7 
1962-3 SL Pare: 10.9 403.2 
1963-4 B54 2 Lpe4 365.26 
1964-5 523.8 VMI Y 335.0 
1965-6 2875.6 LOZ 297.8 
1966-7 296.2 10.8 307.0 
L9G7—3 Osis VRE Rea) 388.6 
1968-9 443.1 16.0 459.1 
1969-70 524.3 78 542.1 
1970-1 TSS] —=—* TE ae 
1971-2 Deon es beeeo hGraz Li Laie 4 
1972=3 Too. 140.3 2,020.6 
1973-4 Nr i OF Bae) 178.38 27 0162.0 
1974-5 are ake « d: 204.1 Delete 
1975-6 30 oo 2554 3, 358.0 


ll ee SSS 


* Included in regular benefits 


NOTE: ) Regular, benefits jinelude agriculture form valleyvears 
except 1967-8, 1968-9, and 1969-70. 


SOURCE: Social Security, National Programs, Statistics Canada 
Catalogue 86-201, Annual 
Statistical Report on the. Operation .of the UIC, Sta= 
tistics Canada, Catalogue 73-001 
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TABLE Al 7: 


Unemployment insurance, caseload data, Canada 


a 


Imitial and renewal Caseload 
Fiscal claims received Claimants stock 
year (annual total) (average monthly) (estimate) 


So 


TI 60 = 1 2,708,000 VR IAD 304,003 
1961=2 273757000 449,580 Pah arse i ks) 
1962-3 2,144,000 414,170 235) 7.253 
1963-4 1,947,000 376,000 PAWS rath aie) 
1964-5 177 207, 000 343,750 192,083 
1965-6 1,589,000 $15),7250 180,833 
1966-7 1,620,000 31977330 184,330 
196 7—8 1,889,000 394,170 PASH Osh 3) 
1968-9 1,846,000 407,580 253,747 
19697 0 1,929,000 428,330 267,580 
1970-1 2,307,000 584,750 3927-000 
V7 l=2 2,319,000 608,670 415,420 
1972-3 2,387,000 842,330 643,413 
1973-4 2,263,000 816,670 628,087 
1974-5 2,570,000 8777330 663,163 
dle Baan 2,758,000 1,047,300 817,467 
L977 6=7 2,688,000 947,220* 12373071 


———<————$———————————— a se ee 


* Nine-month average since data available only to December 1976 


NOTE:+ Claimants are the number of persons who applied for or 
who received benefits in each month, averaged over the 
twelve months. The ideal measure of caseload stock is 
the average number of persons receiving benefits at any 
One time in the fiscal year. The series given here is 
derived by subtracting the average number of claims 
received per month from the average monthly number of 
claimants. This results in an overestimation of stock. 
The size of the overestimation cannot be precisely 
determined since data on beneficiaries has only recently 
become available. For the months in which information 
on beneficiaries is available, beneficiaries range from 
awlowsOf B2eper cent to a high of 99 per cent of our 
stock estimates, averaging 88 per cent. These stock 
estimates are therefore of only limited usefulness. 


SOURCE: wEatastical Report on the Operation of the UIc, Stat— 
istics Canada, Catalogue 73-001 
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TABLE 28 


Unemployment insurance, 


labour and non-labour costs, 


Canada (S$) 
Labour Percentage of Non-labour Percentage of 
Year costs total costs total 
1965-6 2) 017.6517 69°51 1,336, 105 30.49 
1966-7 3), 505,050 IOC 4 137310), 163 29.66 
1967-8 31,349 322 oan 7a 1572907020 32329 
1968-9 31,600,529 Conc 167,3°/67 355 34503 
1970 41,630,920 Tog IS, 015, 231 24.91 
907 A. ATT O21, 43 (Oe: Vp Ol Dot 26.86 
1972 - - - - 
LOT 3 99,167,499 80.56 Zooper OUL 19.44 
1974 AU Oe ret ie eee) 69.98 49,236,228 30.02 
L975 Lee 1 OS 68.84 60,190,980 S266 
L276 LS0 7530 ,o2e TL. 92 DSi) Oi 2OU 28.06 
NOTE: The first four periods indicated are fiscal years, while 
the remaining are calendar years. Labour costs are 
salaries, wages, and allowances plus contributions to 
pension plans, etc. However, this category did not 
exist until 1970 and is assumed accounted for by the 
figures provided. Non-labour costs are total admini- 
stration costs minus labour costs 
SOURCE: Annual Report, Unemployment Insurance Commission of 


Canada 
Public Accounts, Canada 
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TABLE A19: 


Old age programs, administration costs, Canada ($) 


Percentage Percentage 
Fiscal Labour ene Non-labour of Total 
year costs total costs total costs 


ROW 170337292 77.44 2,196,483 2.310 9, 134, 115 
7 2=3 8,392,754 Y te o) 2,768,706 24.81 11,161,460 
1973—4 8,731,430 F3%02 3,225,348 26.98 P79) Oren 
1974-5 10,622,060 UES si) 371594, 281 COertel 14,376,341 
197 5=6 12,428,191 74.93 4,158,589 Z2Oe.OG, 16,586,780 
Lo Ded, 15i-50 517,699 TB ,025 4,310,640 VAY Fs: 19 78.167.229 


NOTE: 


ment, 


Includes old age security, 
and spouse's allowance. 


guaranteed income supple- 
The source ‘data provide 


aggregated costs for both family allowance and old age 
programs. The information was dissaggregated using the 
proportion of utilized man-years in one program compared 
to that for both programs. Labour costs include only 
Salaries 
SOURCE: "Family allowance and old age security operating 
expenditures and utilized man-years', Management 
Services Division, Income Security Programs Branch, 
Health and Welfare Canada. Unpublished data 
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TABGE GAZ 0s Old age programs, number of employees, Canada 


Fiscal year Utilized years 
Lor 2 1, 3s 
1972-3 1, L358 
1973-4 is 0 
1974-5 LG 
1975-6 Ly2d6 
BST ST fGen ES 
NOTE: Includes old age security, guaranteed income supplement, 


and spouse's allowance 


SOURCE: "Family allowance and old age security operating 
expenditures and utilized man-years', Management 
Services Division, Income Security Programs Branch, 
Health and Welfare Canada. Unpublished data 
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TABLE A21: Old age programs, transfers paid, Canada ($000) 


SS 


Fiscal year Total payments 


ee ee 


1960-1 592,413 
1961=2 625,108 
UI G2=3 734,382 
1963-4 808,391 
1964-5 885,294 
1965-6 O27) 7229 
1966-7 170737005 
P967=8 1,388,119 
1968-9 1,541,319 
1969270 PiU OS 6 
197 O0=1 1,907,224 
OF o 2 272057355 
Lo 23 2,524,345 
197354 3,034,492 
1974-5 3,447,165 
LOT —6 3,932,945 
1976=7 4,436,672 


es a ee, 


NOTE: Includes old age security, guaranteed income Supplement, 
and spouse's allowance. Transfers paid are total net 
payments. 

SOURCE: Social Security, National programs, Statistics Canada, 


catalogue 86-201, Annual 

Ottawa, National Health and Welfare, Income Security 
Branch, Operational Planning and Program Evaluation 
Division 
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TABLE A22: Old age programs, caseload data, Canada 


rere SSeS 


Fiscal year Number of recipients 


EEE 


LICUS a 904,906 
LIGi=Z 207590 
L962=3 950,766 
1963-4 9717801" 
1964-5 SS Sy OU 
25-6 Ly LOS 7 776 
EI6G=7 Ly 2297 008 
iS6i=c 1,366,210 
L966=9 1,504,862 
96970 1,670,639 
Loh) Om be 1207 228 
LOZ 1,762,834 
Los 178037233 
1973=4 1,858,481 
L9s4=5 Py 9157-619 
Uo 7 O=6 L957, 288 
Lo. 6=% 2,014,301 


--———————— EEE 


NOTE: Includes old age security, guaranteed income supplement, 
and spouse's allowance. Number of recipients as of 
March of each fiscal year receiving old age security, 
income supplement, and/or spouse's allowance 


SOURCE: Social Security, National programs, Statistics Canada, 
catalogue 86-201, Annual 
Ottawa, National Health and Welfare, Income Security 
Branch, Operational Planning and Program Evaluation 
Division 


TABLE A23: 


Family Allowance, administration costs, Canada GS) 


Percentage Percentage 
Fiscal Labour of Non-labour of Nene! 
year costs rota costs total costs 


POT 2 4,823,709 77.44 17405,517 225.0 G7 2297225 
Lo Paes 5,363,246 USE.) 1,769,294 24.81 T1327 540 
1973-4 372965 O10 Ta OZ 2,063,652 26.98 TO D0, 225 
1974-5 8,175,940 13689 2,889,719 20a 1 11,065,660 
LO 5 = 6 7,947,809 74.93 2,659,411 25.04 10,607,220 
UO = 8,526,341 18225 2,3/0,360 21.75 1078967701 


NOTE: The data provided aggregated costs for both family 
allowances and old age programs. The information was 
dissaggregated using the proportion of utilized 
man-years in one program compared with that’for both 
programs. Labour costs include only salaries. 

SOURCE: "Family allowance and old age security operating 
expenditures and utilized man-years', Management 
Services Division, Income Security Programs Branch, 
Health and Welfare Canada. Unpublished data 


La 


TABLE A24: Family allowance, number of employees, Canada 


—_--————————— eee 


Fiscal year Utilized man-years 


pe Ie Dae o25 
Eo 2=3 740 
1973-4 23 
1974-5 859 
1975-6 816 
107 67 hee 


SOURCE: ‘Family allowance and old age security Operating expen- 
ditures and utilized man-years', Management Services 
Division, Income Security Programs Branch, Health and 
Welfare Canada. Unpublished data 


TABLE A253 


Family allowance, 


transfers paid, 


Canada 


($000) 


a ee ee 


Fiscal year 


Total net payments 


1960-1 507,500 
E612 521,900 
1962-3 532,800 
1963-4 539,800 = 
1964-5 584,300 
1965-6 618,500 
1966-7 625,500 
967-3 631,800 
i 68—9 637,000 
n969= 70) 639,400 
O70 1 641,100 
on 2 639,200 
1972-3 633,500 
1973-4 1,009,600 
1974-5 1797 9.8. 100 
1975=6 poe 
17 6=") OLS TO 


———————————————— 


NOTE: Includes family allowances, family assistance, and youth 
allowances. 
SOURCE: Social Security, National Programs, Statistics Canada, 


catalogue 86-201, Annual 

Ottawa, National Health and Welfare, Income Security 
Branch, Operational Planning and Program Evaluation 
Division 


15 


TABLE A26: 


Fiscal 


year 


1360-1 
961 = 2 
NSO 8 
1963-4 
1964-5 
Lb 5=6 
1366-7 
1L96/—8 
1966-9 
£96970 
TES TD 
TES eo 
IES 0 hfe: 
1973-4 
1974-5 
1975-6 
ies S77 


NOTE: 


SOURCE: 


Family allowance, caseload data, Canada 


Number of children Number of families 


receiving benefits receiving benefits 


6,397,134 240027930 
67 502, 207 2,649,317 
6,669,374 2,685,710 
Sadi areas E Dp Lal Geo 
7,380,824 3,128,663 
7,450,939 3,178,128 
7,504,411 37 2395349 
ioe ra ae bs Ipate gl nears od He. 
WOOD yl 3,378,658 
17,564,115 3,433,966 
7,554,439 3,500,894 
ley Di ceenpeieey. $5437905 
7,488,433 By DST p2 62 
7,248,566 3,343,642 
7,344,482 3,445,848 
7,311,884 3,509,746 
TPA her JO he fod 


Includes family allowances, family assistance, and youth 
allowances, recipients as of March in each fiscal year. 
A new family allowance program came into effect in 
January 1974. 


Social Security, National programs, Statistics Canada, 
catalogue 86-201, Annual 


Ottawa, National Health and Welfare, Income Security 


Branch, Operational Planning and Program Evaluation 
Division 
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